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OVERALL OBJECTIVES

Information presented during this training will:

1. Outline the Department of Education's priorities in the
management of the Title IV programs for the 95-96 award year;

2. Describe the Department of Education's role in overseeing
schools' management of the Title IV programs:

3. Explain the impact the new cash managernent rules will have
on all Title IV programs.

4. Provide information and tools for complying with new Title IV
program requirements; and

5. Promote understanding of important common features in
administering the Direct Loan and Federal Family Education
Loan (FFEL) programs.
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SESSION #1

Introduction and Overview of the
1995-96 Title IV Delivery System Training

Session Objectives

Trainees will be able to:

1. State the overall objectives of this workshop series;

2. Describe ED priorities for 95-96; and

3. Describe new initiatives for the expansion and improvement of ED's required

oversight of schools participating in the Title IV programs.

Sources for Further Study

Federal Student Financial Aid Handbook*

The Higher Education Act (HEA) of 1965, as amended*

Federal Regulations, 34 CFR Parts 600, 602, 667, 668, 674, 675, 676, 682, 685, and 690*

Federal Register, November 29, 1994 (Student Assistance General Provisions, Subparts A

and B)

Federal Register, April 29, 1994 (State Postsecondary Review Program)

Federal Register, April 29, 1994 (Procedures and Criteria for Recognition of Accrediting

Agencies)

Federal Register, April 29, 1994 (Student Assistance General Provisions; financial and

compliance audit requirements)

* Indicates major reference sources that are applicable to sessions conducted in this workshop.

TARGET AUDIENCE

This workshop series is designed primarily fcr financial aid administrators
with one or more years of experience. Appendix A lists additional
information resources for those who are yery new to financial aid.
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WORKSHOP AGENDA

Day One 9:00 A.M. - 5:00 P.M.

Session 1: Introduction and Overview of the 1995-96 Title IV
Delivery System Training

Session 2: Changes In Eligibility and Other Administrative
Requirements

Session 3: Calculation of Federal Pell Grant Awards

Session 4: Campus-Based Program Issues

Day Two 9:00 A.M. 5:00 P.M.

Session 5: Student Loan Program Management

Session 6: Refund and Repayment

Session 7: Federal Update

r "c;
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In addition to this Delivery System training, the Department of Education
(ED) initiated a videoconference training series in October of 1994. As of
the time that 1-he Delivery System training materials were written, ED had
conducted the following videoconferences:

1. 1995-96 FAFSA and SAR, broadcast on October 21, 1994;

2. Direct Loan Repayment and Consolidation, broadcast on
November 3, 1994; and

3. Getting Started with EDExpress, broadcast on November 14,
1994.

Copies of the trainee handouts and videotapes from these conferences can
be obtained by calling 1-800-4-FED-AID.

The chart that begins on the next page also lists information sources for
Title IV Delivery System topics not covered in this training.

7
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INFORMATION SOURCES FOR DELIVERY SYSTEM TOPICS
NOT COVERED BY THIS TRAINING

Title IV Application Process

+ Application requirements

+ Calculation of the EFC

+ ED database matches and hold files

+ Updating and corrections requirements

+ Verification requirements

+ Use of professional judgment authority

+ Calculation of the cost of attendance

+ Determining estimated financial
assistance

+ Title IV packaging requirements

+ Title IV overawards

The Counselor's Handbook
1995-96 Action Letters

-4

The Counselor's Handbook
Part F of the Higher Education Act

The 1995-96 SAR Guide
Federal Student Financial Aid Handbook,
Chapter 2

The Counselor's Handbook
The Verification Guide
Federal Regulations 34 CFR Part 668

I

The Verification Guide
Federal Regulations 34 CFR Part 668

The Counselor's Handbook
The Verification Guide

The Counselor's Handbook
Federal Student Financial Aid Handbook,
Chapter 2

Federal Student Financial Aid Handbook,
Chapter 2

Federal Student Financial Aid Handbook,
Chapters 2, 5, 6, 7, and 8
Federal Regulations 34 CFR Parts 674,
675, and 676

; Federal Student Financial Aid Handbook,
Chapters 2, 5, 6, 7, 8, and 10
Federal Regulations 34 CFR Parts 674,
675, 676, 682, and 685

Title IV Student Eligibility Requirements

+ All Title IV Programs: , Federal Student Financial Aid Handbook,
I Chapter 2

Federal Regulations 34 CFR Part 668
Part G of the Higher Education Act

December 22, 1994
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Title IV Student Eli ibility Requirements (contid.)

+ Federal Pell Grant Program Federal Student Financial Aid Handbook,
Chapter 4
Federal Regulations 34 CFR Part 690
Part A of the Higher Education Act

+ Federal SEOG Program Federal Student Financial Aid Handbook,
Chapters 5 and 8
Federal Regulations 34 CFR Part 676
Part A of the Higher Education Act

+ Federal Perkins Loan Program
.

Federal Student Financial Aid Handbook,
Chapters 5 and 6
Federal Regulations 34 CFR Part 674
Part E of the Higher Education Act

+ Federal Work-Study Program Federal Student Financial Aid Handbook,
Chapters 5 and 7
Federal Regulations 34 CFR Part 675
Part C of the Higher Education Act

+ Fedei al Family Education Loan Programs Federal Student Financial Aid Handbook,
Chapter 10
Federal Regulations 34 CFR Part 682
Part B of the Higher Education Act

+ Federal Direct Loan Program Federal Regulations 34 CFR Part 685
Part D of the Higher Education Act

"
+ Disbursement requirements Federal Student Financial Aid Handbook,

Chapter 4
Federal Regulations 34 CFR Part 690

,Federai Sig ',PrOgram,.:,. : , !, : ,.. -

+ Disbursement requirements Federal Student Financial Aid Handbook,
Chapter 8
Federal Regulations 34 CFR Part 676

Federal Perkins Loan Program

+ Counseling requirements

+ Due diligence and collection
requirements

Federal Student Financial Aid Handbook,
Chapter 6
Federal Regulations 34 CFR Part 674_
Federal Student Financial Aid Handbook,
Chapter 6
Federal Regulations 34 CFR Part 674

December 22, 1994
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+ Eligible employment

-

Federal Student Financial Aid Handbook,
Chapter 7
Federal Regulations 34 CFR Part 675

+ Payment of wages Federal Student Financial Aid Handbook,
Chapter 7
Federal Regulations 34 CFR Part 675

4 .

e eral:Fainily4gducation

+ Application requirements Federal Student Financial Aid Handbook,
Chapter 10
Federal Regulations 34 CFR Part 682

+ Default reduction requirements

Federal Direct Loan Program

+ Application requirements

Federal Student Financial Aid Handbook,
Chapter 10
Federal Regulations 34 CFR Part 682

Direct Loan School Guide
Federal Regulations 34 CFR Part 685

Selected Title IV Administrative Requirements

+ Title IV certification and
recertification of schools

Federal Student Financial Aid Handbook,
Chapter 3
Federal Regulations 34 CFR Part 668

+ Title IV Program Participation Agreement Federal Student Financial Aid Handbook,
Chapter 3
Federal Regulations 34 CFR Part 668

+ Financial Aid Transcript requirements

+ Disclosure of student information

+ Drug and alcohol abuse prevention
requirements

+ Record-keeping requirements

Federal Student Financial Aid Handbook,
Chapter 3
Federal Regulations 34 CFR Part 668

Federal Student Financial Aid Handbook,
Chapter 3
Federal Regulations 34 CFR Part 99

Federal Student Financial Aid Handbook,
Chapter 3
Federal Regulations 34 CFR Part 86

Federal Student Financial Aid Handbook,
Chapters 3, 4, 5, and 10
Federal Regulations 34 CFR Parts 668,
674, 675, 676, 682, 685, and 690
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TRAINEE GUIDE

The Trainee Guide is a learning tool for this workshop series. It

summarizes the instructor's presentation and provides space for notetaking.
At the beginning of each session is a list of objectives and references for
further study. Charts, sample forms, and case studies are included to
illustrate certain concepts.

ED OVERSIGHT OF SCHOOLS PARTICIPATING IN THE TITLE IV
PROGRAMS

In order to increase public confidence in the student aid programs, the law
expanded ED's oversight of the Title IV programs. This expansion includes:

1. New ED requirements for reviewing and evaluating schools
participating in the Title IV programs;

2. New initiatives, such as the Institutional Quality Assurance
Program, for working with schools to strengthen their
management of the Title IV programs; and

3. Increased gatekeeping responsibilities that are shared with
states and nationally recognized accrediting agencies, as
members of the program integrity triad.

This triad is responsible for ensuring that only schools providing quality
educational programs and training have access to the Title IV programs.
The Higher Education Amendments of 1992 provide the framework for the
triad's evaluation of schools that participate, or wish to participate, in the
Title IV programs.

1. Accrediting agencies focus prirr arily on the quality of a
school's educational programs;

2. States, through their designated State Postsecondary Review
Entity (SPRE), focus primarily on the protection of students as

. .
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the consumers of a school's educational programs and services;
and

3. The Department focuses on a school's administrative and
financial capabilities for administering the Title IV programs.

Role of Accrediting Agencies in Evaluating Schools

Only schools that are accredited by a nationally recognized accrediting
agency may participate in the Title IV programs. ED is responsible for
ensuring that these accrediting agencies are reliable authorities on the
quality of education or training provided by the schools that they accredit.

In order to receive ED's recognition, an accrediting agency must establish
certain standards by which it assesses a school's educational programs
before granting accreditation. These minimum standards are listed in the
chart on the following page. in accrediting agency may establish
additional standards.

172
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NATIONALLY RECOGNIZED ACCREDITING AGENCY STANDARDS

Areas that a nationally recognized accrediting agency's standards must assess
when determining the quality of a school's educational programs and training:

+ Curricula

+ Faculty

+ Facilities, equipment, and supplies

+ Financial and administrative capability

+ Student support services

+ Recruiting and admissions practices, academic calendars, catalogs,
publications, grading, and advertising

+ Program length and tuition and fee structure in relation to the school's
courses and program objectives

+ Progra n length in relation to the number of clock hours or credit hours
required

+ Success with respect to student achievement in relation to the school's
mission, including the school's completion, state licensing examination pass,
and job placement rates

+ Default rates under the Title IV programs

+ Record of student complaints

+ Compliance with Title IV program responsibilities

1 4
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Role of State Postsecondary Review Entities in Evaluating Schools

State Postsecondary Review Entities (SPREs) are responsible for
coordinating and conducting the review of schools referred by ED to
determine whether the schools should continue to participate in the Title IV
programs.

ED may refer a school to the SPRE, or the SPRE may request ED to refer
the school for review.

ED Selection and Referral of Schools to SPREs

ED will refer a school for review by its SPRE if the school meets one or
more of the criteria listed in the chart on the following page.

`.4
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ED CRITERIA FOR REFERRING SCHOOLS TO SPREs

If a school meets one or more of the ED review criteria, then the school will be referred
to the SPRE for review:

+ A cohort default rate equal to or greater than 25%

+ A cohort default rate equal to or greater than 20% and
- More than 2/3 of the school's undergraduates enrolled at least 1/2-time receive

Title IV aid*; or
At least 2/3 of the school's expenditures are derived from Title IV funds*

+ At least 2/3 of the school's expenditures are derived from Federal Pell Grant funds

+ A limitation, suspension, or termination action was initiated by ED against the school

within the last 5 years

+ The school was required to repay at least 5% of the Title IV program funds it received
for any 1 award year as a result of an audit finding during 2 of its most recent audits

+ The school was cited by ED for failure to submit audits by the established deadlines

+ An annual fluctuation of more than 25% in the dollar volume of the school's Federal Pell
Grant or Federal Stafford Loan or Federal SLS that was not the result of a change in

the programs

+ The school's failure to meet the financial responsibility standards in Subpart B of the

Student Assistance General Provisions

+ Except for schools affiliated with a state system of higher education, a change in the
school's ownership that resulted in a change of control

+ The school has participated for less than 5 years in the Federal Pell Grant Program, the
Federal Family Education Loan (FFEL) Programs, or any of the campus-based

programs
Excludes any public institution affiliated with a state system of higher education

+ A pattern of complaints from students against the school related to:
The school's management or conduct of the Title IV programs; or
Misleading or inappropriate advertising and promotion of the school's programs

* For purposes of this referral criterion, Title IV aid does not include any assistance received
under the SSIG, NEISP, or Federal PLUS programs.

December 22, 1994
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ED's referral decision will be based on the most recent information
available about the school. Before referring a school, ED will notify the
school:

1. That it may be referred to a SPRE for review; and

2. The reason(s) for ED's possible referral.

The school may challenge its selection if the school:

1. Can document that ED's referral decision was based on
inaccurate information;

2. Informs ED of its intent to challenge the referral within seven
days of the date of ED's notification; and

3. Submits all documentation within 30 days of receiving ED`s
notification.

If the school's selection was based on a Federal Family Education Loan
(FFEL) Programs cohort default rate, and the school believes the default
rate was based on incorrect loan data, the school also must:

1. Notify ED that it is appealing its cohort default rate
calculation; and

2. File that appeal within the established time frame.

ED will refer the school to its SPRE for review if the school:

1. Does not challenge its selection;

2. Fails to submit:

a. An intent to challenge within seven days; or

December 22, 1994 TG 1 - 13



b. Documentation to support its challenge within 30 days
of receiving ED's notification; or

3. Is unable to satisfactorily document that its selection was based

on inaccurate information.

ED's selection of a school for referral to the SPRE applies to all of the
school's branch campuses and locations. A branch campus or location will

be reviewed by the SPRE in the state in which it is located. The SPRE may

choose not to review the school's branch campus or location if:

1. It did not receive a sufficient federal allocation to review all

referred schools; and

2. The SPRE review of the main campus did not result in any
significant findings against the school.

All required SPRE activities are funded by a federal allocation made to the

state. If a state's federal allocation is not sufficient to cover all of the

required SPRE activities, the SPRE may conduct its review of referred

schools according to its priority system. A referred school may be assigned

the lowest review priority if:

1. ED's referral of the school was based on:

a. The school's late submission of an audit; or

b. A change in the school's ownership; and

2. A previous review by the SPRE as a result of a referral for the

same reason found no significant violation of the state's review

standards.

Each year. the SPRE must disclose information regarding its priority review

system to all of the schools in the state.

17
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SPRE Selection of Schools for Review

A SPRE may select a school that was not referred for review by ED, if the
SPRE has:

1. More current information indicating that the school meets ED's
selection criteria; or

2. Reason to believe that the school is engaged in fraudulent
practices.

In order to review a school not referred by ED, the SPRE first must obtain
ED's approval. If ED does not respond within 21 days to the SPRE's
request, the SPRE may take the steps required for initiating a review of the
school. That is, the SPRE must:

1. Notify the school of its selection for review; and

2. Provide the school with an opportunity to challenge the SPRE's
selection of the school.

The requirements governing a school's challenge of iis selection by the
SPRE for review are similar to those that apply to ED's selection of the
school.

SPRE Review of Schools

The SPRE has sole discretion in arranging for the review of the school. The
SPRE may conduct an unannounced review in cases of suspected fraud.

ln conducting its review, the SPRE must base its evaluation of the school on
state review standards which:

1. Were developed by the SPRE in consultation with the schools
in the state; and

December 22, 1994 lb TG 1 - 15



2. Address certain areas of the school's operations and practices.

The chart on the following page lists the areas that a SPRE's review
standards must address.

lii
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STATE REVIEW STANDARDS

(The state develops the standards in consultation with the schools in the state)

+ The school makes available to current and prospective students accurate student
consumerism information, such as its cataloges, admission requirements, course outlines,
tuition and fees schedules, refund policy, course cancellation policy, rules and regulations,
and enrollment agreement, if appropriate.

+ The school accurately describes its courses and educational programs.

+ The school has a method to assess a student's ability to successfully complete the course of
study for which the student has applied.

+ The school maintains and enforces academic progress standards.

+ The school maintains adequate student and other records.

+. The school cc nplies with health and safety standards.

+ The school has the appropriate financial and administrative capacity, and maintains
adequate financial and other information necessary to determine the school's financial and
administrative capacity.

+ If financially at risk, the school has adequate provisions for the instruction of its students and
the availability of its academic and financial records in the event the school closes.

If the school offers a vocational program:
The cost of the program is not excessive when compared to the salary a graduate may
reasonably be.expected to earn; and
The program provides the student with quality training that leads to useful employment in
recognized occupations in the state.

+ The school makes available to students in its vocational/professional programs relevant
information on job opportunities and state licensure requirements.

+ The number of credit or clock hours needed to complete a program is appropriate.

+ The length of any 600-hour program is appropriate.

+ There is no evidence of actions by any owner, shareholder, or person exercising control over
the school that may adversely affect the school's Title IV eligibility.

+ The school has adequate procedures for investigating and resolving student complaints.

+ The school uses appropriate advertising, promotion, and recruiting practices.

+ The school has a fair and equitable refund policy.

+ The school's programs demonstrate success, as indicated by:
The school's completion, graduation, placement, and withdrawal rates;
Students' pass rates on state licensing exams; and
Student completion goals, which include transferring to another school, employment in
their field of study, or military service.

NOTE: The following is the Peer Review Requirement

+ The quality and content of the school's courses or programs meet the courses' or programs'
stated objectives as determined by the school's approved accrediting agency or association
or other peer review system.

December 22, 1994
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If, prior to the time of its referral for SPRE review, the school was not
required to keep certain records related to its compliance with the state
review standards, the school must be given a reasonable amount of time to
.obtain information demonstrating its compliance.

Within 45 days of completing its review, the SPRE must provide the school
with an initial report of its findings. If the SPRE has identified any school
violations of the state review standards, the initial report will:

1. Provide detailed information regarding each violation; and

2. Prescribe a course of action the school must follow to correct the
violation(s), including any deadline for correcting the
violation(s).

After evaluating the school's responses or actions pursuant to the SPRE's

findings, or if the school did not respond or take action as a result of those

findings, the SPRE may recommend terminating the school's participation in

the Title IV programs. If the SPRE plans to recommend terminating the

school's participation in the Title IV programs, the school must be given an

opportunity to contest the SPRE's findings. Although due process is offered

only on the state level, ED must approve the state's due process procedures.

After the school has presented its challenge, the SPRE must notify the school

in writing of the results of its challenge and the basis for the SPRE's

decision.

A SPRE may take action to terminate a school's participation in the Title IV

programs if:

1. The school does not permit the SPRE to conduct the review, or
does not provide documentation needed to conduct the review;

2. The school fails to comply with the SPRE's instructions for

bringing itself into compliance with the state review standards;

or

4 2 1
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3. The SPRE still concludes, after the school's challenge, that the
school should no longer participate in the Title IV programs.

Upon the SPRE's notification that the school should no longer participate in
a Title IV program, ED will immediately terminate the school's participation
in the Title IV program. The school may not reapply to participate until 18
months after the date it was terminated.

ED's Role in Evaluating Schools

Program Review Procedures

The Institutional Participation and Oversight Service has made significant
changes to the procedures and practices used in conducting on-site reviews
of participating institutions. These changes allow ED to:

1. Focus resources on problem areas;

2. Take swift action to protect the integrity of the Title IV student
aid programs; and

3. Expedite on-site visits and closure of reviews when no
significant problems are found.

Reviewers conduct two types of on-site reviews:

1. Survey reviews; and

2. Concentrated team reviews.

A survey review is an examination of the school's Title IV policies,
procedures, and records to assess the school's compliance with regulations
and statutes in specific areas which ED considers to have a high potential
for error or abuse. The reviewer may determine:

1. There are no violations at the school.
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2. The school's violations are solely of a technical nature,
requiring minimal repayment of liabilities, and some
sharpening of policies and procedures. In this case, the school
has the option of an Expedited Determination which allows:

a. A speedy closure of a minor deficiency review upon
agreement and documentation that the school has taken
the specified corrective action; and

b. The school to retain its appeal rights.

3. That although minor violations may be evident, there are no
significant violations at the school.

a. The program review report will require the school to
institute corrective action and to repay any applicable

liabilities and fines.

b. The school will be required to provide in a timely
manner the results of the work it was required to do.

4. There are significant violations, potential for loss to the

government or harm to students, or fraud and abuse. In these
instances, a concentrated team review would be initiated.

A concentrated team review is an intensive analysis of the school's

administration of the Title IV programs by reviewers with specific

knowledge or skills. A concentrated team review may be based on:

1. Significant problems discovered during a survey review; or

2. Other information available to ED.

Generally, on-site reviews of schools will be unannounced. Participating

schools must be in compliance with all applicable regulations and statutes

at all times.

December 22, 1994
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ED has added new staff to each of the ED regional offices and
headquarters, including a Statistical Sampling Unit, a Systems Support Staff,
and a Quality Assurance team. ED also is utilizing technology and
specially designed procedures and reference materials to ensure efficiency in
conducting reviews. ED expects to review 1,000 participating institutions in
the coming year.

Financial and Compliance Audit Requirements

Any school that participates in the Title IV programs must submit audited
financial statements each year to ED. The school's financial statements
must:

1. Be prepared according to generally accepted accounting
principles; and

2. Be audited by an independent certified public accountant in
accordance with generally accepted government auditing
standards.

The school's audited financial statement must be submitted within four
months of the close of the school's fiscal year. This four-month deadline
applies to any fiscal year that ends on or after March 1, 1994.

However, if a school falls under the provisions of the Single Audit Act,
Office of Management and Budget (OMB) Circular A-128 (State and Local
Governments), or OMB Circular A-133 (Institutions of Higher Education
and other nonprofit institutions), the school follows the submission
requirements contained in the Mth 1990 Audit Guide and the Office of the
Inspector General's Non-Federal Technical Bulletin 92-1. The school should
follow the requirements in these Ablications until the new audit guide is
issued by ED.

24
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A school that participates in any of the Title IV programs also must have
performed annually a compliance audit of the school's Title IV programs
that is:

1. Conducted by an independent auditor in accordance with the
general standards and the standards for compliance audits in
the U.S. General Accounting Office's (GAO's) Government
Auditing Standards; and

2. Until the new audit guide is issued by ED, submitted in
accordance with the March 1990 Audit Guide and the Non-
Federal Technical Bulletin 92-1.

The school's annual compliance audit report for the 1993-94 award year
must be submitted to ED:

1. By March 31, 1995 if the school does not participate in any
campus-based program; or

2. By June 30, 1995 if the school participates in any campus-based
program.

Beginning with the 1994-95 award year, a school's compliance audit must
be submitted to ED within six months of the end of the school's fiscal year

unless the school is subject to the provisions of the Single Audit Act, OMB

Circular A-128, or OMB Circular A-133. In these situations, until the new

audit guide is issued by ED, the school follows the submission requirements
contained in the March 1990 Audit Guide and the Office of the Inspector
General's Non-Federal Technical Bulletin 92-1.

The chart on the following page illustrates how to apply the six-month

deadline for the submission of the annual compliance audit report for

schools not subject to the provisions of the Single Audit Act, OMB Circular

A-128, or OMB Circular A-133.

25
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AM,

EXAMPLES OF COMPLIANCE AUDIT REPORT DEADLINES*

Effective for the 1994-95 award year and beyond

Compliance Audit
Report is due on:

Financial aid compliance audits are due within four months of the end of a school's fiscal year unless the school is subject to

the provisions of : 1. Single Audit Act; 2. OMB Circular A-128; or 3. OMB Circular A-133.

BEST COPY AVAILABLE
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Institutional Quality Assurance Program

The Institutional Quality Assurance (IQA) Program is a successful model of
an alternative oversight strategy that focuses on results.

Schools participating in the IQA Program:

1. Develop their own procedures for achieving award accuracy;

2. Measure the effectiveness of their systems and design; and

3. Target corrective actions.

Because the focus of the IQA Program is on outcomes, the program:

1. Uses up-front prevention and seeks improvement to avoid
penalties;

2. Employs a measurement process focused on outcomes and data
on which to base improvement activities;

3. Empowers schools to manage and meet their mission; and

4. Establishes a more productive partnership between ED and
schools, thus serving students and taxpayers better.

Schools that participate in the IQA Program conduct three quality activities:

1. Management assessment of office policies and procedures;

2. Annual measurement of award accuracy; and

3. Corrective actions to address weaknesses from the other two
activities.

27
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Participating schools also receive the tools and techniques to problem solve,
analyze, and correct or enhance their entire financial aid operation. Using
data from the Annual Measurement, a school may design and implement its

. own institutional verification program so that the school can identify areas
that need improvement.

Benefits of participating in the IQA Program include:

1. Improved accuracy of student awards;

2. Increased flexibility in managing the Title IV programs;

3. The ability to focus more on problem areas at the school; and

4. Quality service to students.

During the next three years ED plans to expand the IQA Program by:

1. Increasing the number of participating schools; and

2. Broadening the program's scope to include other institutional
areas that deal with the financial aid process.

ED is also exploring additional areas where regulatory relief or waivers
may be appropriate for "experimental sites."

To be selected by ED to participate in the IQA Program, a school must:

1. Participate in:

a. The Federal Pell Grant (Pell) Program;

b. At least one campus-based program (i.e., the Federal
SEOG Program, the Federal Perkins Loan Program, or
the Federal Work-St Idy Program); and
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c. Either the Direct Loan Program or the Federal Family
Education Loan (FFEL) Program;

2. Demonstrate that it is administratively capable and financially
responsible; and

3. Be committed to the "core values" of IQAP.

29
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Introduction

Financial aid administrators must make
every effort to ensure correct
administration of the federal student aid
programs. This task can be made easier in
the following ways:

+ Maintain an up-to-date student aid
reference library. Such a library
should include ED's major
publications, as well as useful non-
ED publications.

+ Stay up-to-date on program
information, policies, regulations,
and the law. It is the responsibility
of the aid administrator to stay
abreast of changes and share
information with all offices in the
school that may be affected.

+ Check on any questionable or
unclear information. Asking a
question or two before acting can
save time and prevent liabilities.

ED Resource Materials

The following is a list of ED resource
publications.

+ The Student Guide. A general guide
to the Title IV programs, written for
students and parents.

+ The Federal Student Financial Aid
Handbook. A detailed reference
guide to the administration of the
Title IV programs, written for
financial aid administrators.

Appendix A

+ Current Title IV Regulations. A
compilation of all the current
regulations governing the Title IV
programs.

+ The Verification Guide. A guide to
verifyfrig student aid application
information, for the purpose of
confirming correct data and
identifying incorrect or
misreported data.

+ The Blue BookAccounting, Record-
keeping, and Reporting by
Postsecondary Educational Institu-
tions for Federally-Funded Student
Financial Aid Programs. A guide to
proper fiscal operations proce-
dures related to administering the
Title IV programs. This publica-
tion is a "must-have" for all fiscal
officers.

+ The Audit GuideStudent Financial
Assistance Programs. A guide to
preparing for and completing
required audits of federal student
aid Operations.

+ The Recipient's Guide to the Payment
Management System. A guide that
prescribes the procedures to he
observed by schools to meet their
responsibilities in requesting
payments and managing and
controlling federal cash.
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Other Resource Materials

ED also sends to each participating Title
IV school Dear Colleague letters and
reprints of the Federal Register pertaining
to Title IV aid. You should keep current
in your reading of these documents and
have them readily accessible for reference
in your work.

In addition to ED's reference and training
publications, there are several non-ED
publications that may be useful financial
aid resources, although ED does not
endorse or promote such publications.

These publications are usually available,
for a fee, from professional associations
and national, state, and local agencies.
Membership in the association is
sometimes required. The publications
include:

Financial aid encyclopedias or tool
kits;

Job aids;

Self-instructional guides; and

Newsletters or research journals.

Student Aid Reference Library

A good student aid reference library
includes all the ED publications described
above. Many are updated annually. ED
sends these publications to each
participating Title IV school each time the
publications are updated.

Extra copies can be ordered from the
Federal Student Aid Information Center
(1-800-4-FED-AID) at no charge. The
quantities that can be sent are usually

limited, but the school can make copies if
necessary.

Your student aid reference library should
be kept up-to-date with the latest editions
of all publications readily available for
reference. However, it is also important
to maintain the old versions of the
publications on file in the event that it is
necessary to respond to an audit finding
concerning a rule that may have changed.

Electronic Processing

The Department of Education offers
electronic processing services that replace
or supplement traditional paper
processing. Among these services are:

The Electronic FISAP. The
Electronic FISAP increases
productivity and efficiency for the
financial aid administrator and ED,
by providing automatic calculation
and edit features for the user.

+ The Default Reduction Assistance
Program (DRAP). DRAP provides
supplemental debt collection
assistance to institutions
participating in the Federal Perkins
Loan program that are
experiencing difficulty in caecting
delinquent loans.

NOTE: Institutions that have a
default rate greater than 7% are
encouraged to enroll for this free
service.

The Electronic Data Exchange
(EDE). EDE allows participants
transmit federal student aid

31_ application data and Federal Pell
Grant payment data to ED.
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The Pell Grant Recipient Data
Exchange (RDE). RDE allows
schools to process large volumes of
recipient data using magnetic tape
or cartridge. This process reduces
the amount of paper handling and
storage requirements of manual
processing.

The Floppy Disk Data Exchange
(FDDE). This process is an
alternative to paper Payment
Voucher submission. It also
enables schools with minimal ADP
resources to take advantage of
automatic processing.

+ The Electronic Need Analysis
System (ENAS). ENAS can be
used to calculate the expected
family contribution (EFC).

Organization of the Office of the Deputy
Assistant Secretary for Student Financial
Nssistance Programs (SFAP)

The Deputy Assistant Secretary for
Student Financial Assistance Programs is
responsible for administering the SFA
programs and for developing the policies
and procedures to meet the objectives of
those programs. Chapter 1 of the Federal
Student Financial Aid Handbook contains
detailed information on the organization
of SFAP, including telephone numbers.

Report incidents of fraud or suspected
fraud to the Office of Inspector General's
hotline at 1-800-MIS-USED, contact local
law enforcement officials, or write to:

Inspector General's Hotline
Office of Inspector General
U.S. Department of Education
400 Maryland Avenue, S.W.
Washington, DC 20202-1510

3 2
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Technical Assistance and Training from
the Department of Education

ED offers financial aid related training at
various times throughout the year. Watch
for special Dear Colleague letters, clearly
identified as "Training Announcements."

Technical assistance inquiries should be
directed to the Federal Student Aid
Information Center at 1-800-4-FED-AID.

Technical Assistance and Training from
Professional Associations

Technical assistance is usually available to
members of an association. Some
associations may research technical and
historical questions, locate helpful
materials, and refer problems or questions
to experienced members.

Training is usually offered to both
members and non-members, the latter
paying a higher registration fee.
Workshop topics are usually chosen in
keeping with the current needs and
problem issues of the financial aid
community.

Workshops are offered on four different
levels: local, state, regional, and national.
Many of the national workshops are listed
in ED's Training Calendar, which is
published four times a year.

In addition to training, many associations
hold annual or semi-annual conferences
that provide valuable opportunities to
exchange information, to network, and to
express opinions on aid-related issues.

Some of the major national associations
related to student aid administration are
listed on the following page.



+ CCAThe Career College
Association. CCA is a national
association for private business
career schools and trade and
technical schools. It offers training
workshops for aid administrators
at trade and technical schools.

CCA
750 First Street, N.E., Suite 900
Washington, D.C. 20002
Tel: (202) 336-6700

+ AACSThe American Association
of Cosmetoloqv Schools. This
association holds seminars for
financial aid administrators who
work at cosmetology schools.

AACS
901 Washington Street, Suite 206
Alexandria, VA 22314
Tel: (703) 683-1700

+ NACCASThe National Accredit-
ing Commission of Cosmetology
Arts and Sciences. NACCAS can
provide helpful information to
cosmetology schools.

NACCAS
901 N. Stuart Street, Suite 900
Arlington, VA 22203
Tel: (703) 527-7600

+ NACUBOThe National Associa-
tion of College and University
Business Officers. This association
provides publications and training
to assist in the effective administra-
tion of financial aid.

NACUBO
1 Dupont Circle, N.W.
Washington; D.C. 20036
Tel: (202) 861-2500

33

+ NASFAAThe National
Association of Student Financial
Aid Administrators is the only
national association with a primary
focus on student aid legislation,
regulatory analysis, and
professional development for
financial aid administrators.
Among its many services,
NASFAA provides the Encyclopedia
of Student Financial Aid, a
comprehensive reference guide to
the federal Title IV student aid
programs. The Encyclopedia will
soon be available in electronic
format on a searchable database.

NASFAA
1920 L Street, N.W., Suite 200
Washington, D.C. 20036
Tel: (202) 785-0453

National, State, and Local Agencies

You can also receive technical assistance
from national, state, or local agencies.
These agencies may offer workshops on
student aid-related topics. Some
examples of such agencies are:

+ State Higher Education Assistance
Agencies;

+ State Guarantee Agencies; and

+ Financial aid servicers.

A list of ED's regional offices is shown on
page TG 1-32. The map on page TG 1-33
shows the boundaries of the ten ED
Regions and contrasts them to the areas
covered by NASFAA's regional
associations. Notice that the Regional
Office areas do not necessarily correspond
to the association areas.
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Networking

Networking is another important source
of technical assistance and training.
Through networking, financial aid
administrators can exchange:

+ Technical information;

Suggested management
approaches;

Guidance for problem-solving; and

Assistance for new and
inexperienced staff.

Networking opportunities are available
through association memberships, school
partnerships, and personal and
professional affiliations.

3
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Region

ED Regional Offices

I FOS Regional Office
U.S. Department of Education
J.W. McCormack POCH Bldg.
5 Post Office Square, Rm 502, MS-01-0070
Boston, MA 02109
(617) 223-9338

FOS Regional Office
U.S. Department of Education
26 Federal Plaza, Rm 3954, MS-02-1081
New York, NY 10278
(212) 264-4022

III FOS Regional Office
U.S. Department of Education
3535 Market Street, Rm 16200, MS-03-2080
Philadelphia, PA 19104
(215) 596-1018

IV FOS Regional Office
U.S. Department of Education
101 Marietta Tower, Suite 2203
Atlanta, GA 30323
(404) 331-0556

V FOS Regional Office
U.S. Department of Education
401 State Street, Rm 700-D, MS-05-4080
Chicago, IL 60605
(312) 353-0375

VI FOS Regional Office
U.S. Department of Education
1200 Main Tower Bldg., Rm 2150, MS-06-5080
Dallas, TX 75202
(214) 767-3811

VII FOS Regional Office
U.S. Department of Education
10220 NW Executive Hills Blvd. 9th floor, MS-07-6080
Kansas City, MO 64153-1367
(816) 891-8055

VIII FOS Regional Office
U.S. Department of Education
1244 Speer Blvd., Suite 310, MS 08-7089
Denver, CO 80204-3582
(303) 844-3676

IX FOS Regional Office
U.S. Department of Education
50 United Nations Plaza, Rm 268, MS-09-8080
San Francisco, CA 94102-4987
(415) 556-8382

X FOS Regional Office
U.S. Department of Education
915 Second Avenue, Rm 3388, MS-10-9081
Seattle, WA 98174-1099
(206) 220-7820

35

Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, Vermont

New Jersey, New York, Puerto Rico, Virgin
Islands

District of Columbia, Delaware, Maryland,
Pennsylvania, Virginia, West Virginia

Alabama, Florida, Georgia, Kentucky,
Mississippi, North Carolina, South Carolina,
Tennessee

Illinois, Indiana, Michigan, Minnesota, Ohio,
Wisconsin

Arkansas, Louisiana, New Mexico, Oklahoma,
Texas

Iowa, Kansas, Missouri, Nebraska

Colorado, Montana, North Dakota, South
Dakota, Utah, Wyoming

Arizona, California, Hawaii, Nevada,
American Samoa, Guam, Federated States of
Micronesia, Palau, Marshall Islands,
Commonwealth of the Northern Marianas

Alaska, Idaho, Oregon, Washington
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SESSION #2

Changes In Eligibility and
Other Administrative Requirements

Session Objectives

Trainees will be able to:

1. Explain the requirements governing the Title IV eligibility of a school and any of

its branch campuses and other locations;

2. Identify new Title IV cash management rules;

3. Define an eligible program for purposes of the Title IV programs;

4. Describe how the definition of an academic year impacts the eligibility of a

school's academic programs;

5. Explain the effect that a student's default on a Title IV loan has on the student's

Title IV eligibility; and

6. Describe new reporting responsibilities for schools.

Sources for Further Study

Federal Register, December 1, 1994 (Student Assistance General Provisions; cash

management requirements)

Federal Register, November 29, 1994 (Student Assistance General Provisions; academic year,

eligible program, and third-party servicer requirements; and institutional financial and

administrative standards)

Federal Recdster, April 29, 1994 (Student Assistance General Provisions; academic year,

eligible program, and third-party servicer requirements; and institutional financial and

administrative standards)

Federal Register, April 29, 1994 (Student Assistance General Provisions; campus safety)

Federal Register, April 29, 1994 (Institutional eligibility requirements)

Federal Register, March 16, 1994 (Student Assistance General Provisions; requirement for a

valid Social Security number)

Federal Student Financial Aid Handbook Chapters 2 and 3
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ISSUES OF INSTITUTIONAL ELIGIBILITY

In order to participate in any of the Title IV programs, a school must.

1. Meet the standards for an eligible institution;

2. Demonstrate that it is administratively and financially capable

of participating in the Title IV programs;

3. Enter into a written Program Participation Agreement with ED;

and

4. Be certified to participate in the Title IV programs.

These training materials describe eligibility requirements schools must meet

for participating in the Title IV programs.

Definition of an Eligible Institution

Three types of institutions are defined as eligible to participate in the Title

IV programs:

1. An institution of higher education;

2. A proprietary institution of higher education; and

3. A postsecondary vocational institution.

A school must meet one of the three definitions.

39
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ELIGIBLE SCHOOL DEFINITIONS ELIGIBLE FOR ALL SFA P. ROGRAMS

Control
Public or private nonprofit
Located in a state

Control
Other than public or private
nonprofit
Located in a state

.Post$ecOnclary,..
Voc.atiohal Insti.tutioh-

Control
Public or private nonprofit
Located in a state

Program offered
An associate, baccalaureate,
graduate, or professional
degree.

At least a two-academic-year
program acceptable for full
credit towards a bachelor's
degree.

At least a one-academic-year
educational program that
leads to a degree, certificate,
or other recognized
educational credential, and
prepares students for gainful
employment in a recognized
occupation.

Program offered*
At least a 15-week program of 600 clock hours, 16 semester/
trimester hours, or 24 quarter hours. Program may admit students
who have not completed an associate degree or equivalent, and
must provide training for gainful employment in a recognized
occupation.

At least a 10-week program of 300 clock hours, 8 semester/
trimester hours, or 12 quarter hours. Program must provide
training for gainful employment in a recognized occupation.
Program must be a graduate or professional program, or admit
only students who have completed an associate degree or
equivalent; or

For purposes of the FFEL Programs only, at least a 10-week
undergraduate program of between 300 and 599 clock hours that
has been in existence for at least one year, and provides training
for gainful employment in a recognized occupation. The number
ot clock hours may not exceed by more than 50% the maximum
number of clock hours established by the state or by any federal
agency as required for training in the recognized occupation.
Program must admit some students who have not completed an
associate degree or equivalent, and must have at least a 70%
completion rate and a 70% placement rate.

Two-year rule (for Proprietary Institutions of Higher Education or
Postsecondary Vocational Institutions)

Has been legally authorized to give (and has been giving)
postsecondary instruction for at least two consecutive years.
Educational programs offered are substantially the same in length
and subject matter as programs offered during the 24 months
preceding the date of school's eligibility application.

Legal authorization
Legally authorized, by the state where it offers postsecondary education, to provide a postsecondary
educational program.

Accreditation
Is accredited or preaccredited by a nationally recognized accrediting agency, or if a public
postsecondary vocational educational institution, is approved by a recognized state agency.

Admissions
Admits as regular students only persons with a high school diploma or its recognized equivalent, or
persons beyond the age of compulsory school attendance in the state in which the school is physically
located.

* These programs may be offered at any of the types of eligible schools.
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ED will recognize a school's accreditation or preaccreditation by a

nationally recognized accrediting agency if the school:

1. Agrees to binding arbitration regarding any adverse

accreditation or preaccreditation action before pursuing other

legal action.

2. Is not multiply accredited or preaccredited unless the school

has:

a. Satisfactorily demonstrated the need for multiple
accreditation or preaccreditation; and

b. Stated which accreditation or preaccreditation is used for

determining its Title IV eligibility.

3. Has not changed accrediting agencies without satisfactorily
demonstrating why a change in accreditation is warranted.

Any school that involuntarily loses its accreditation or preaccreditation, or

withdraws from accreditation or preaccreditation under an adverse action,

is ineligible to participate in the Title IV programs for at least two years

unless the accrediting agency that took that action rescinds that action.

However, if the loss of accreditation or preaccreditation is related to the

school's religious mission or affiliation only, the school may continue to

participate in the Title IV programs for up to 18 months while obtaining

alternate accreditation or preaccreditation.

Factors of Financial Responsibility

In order to participate in the Title IV programs, a school must demonstrate

annually that it is financially responsible.

41
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Within four months of the end of its fiscal year, the school must provide
ED with:

1. A copy of the school's audited financial statements for the two
most recent fiscal years; and

2. Any additional documentation required by ED.

Using the financial information received from the school, ED evaluates the
school according to the standards contained in Section 668.15 of the Student
Assistance General Provisions regulations.

4 2
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TITLE IV FINANCIAL RESPONSIBILITY STANDARDS

A school is financially responsible if the school meets the following criteria:

+ Provides all services described in its official publications and statements*

+ Provides administrative resources necessary to comply with requirements for
participating in the Title IV programs*

+ Meets all of its financial obligations,* including the payment of:

Required refunds to students; and
Liabilities and debts to ED

+ Is current in the payment of any institutional debts*

+ Posts an irrevocable line of credit, acceptable and payable to ED, equal to 25% of
the total amount of Title IV program refunds paid by the school in the previous

fiscal year**

+ Does not have as part of its most recent audit report*:
A statement expressing substantial doubt of the school's ability to continue as a

going concern; or
A disclaimed or adverse opinion by the accountant

+ No individual who exercises significant control over the school owes a liability for a
Title IV program violation unless the school and the individual owing the liability

meet the provisions of 668.15(04)

+ Has not been limited, suspended, or terminated; or has not entered into a
settlement agreement to resolve a limitation, suspension, or termination within the

preceding 5 years

+ Was not required to repay an amount greater than 5% of Title IV funds received
for an award year as a result of a finding during its 2 most recent program reviews

or audits

+ Was not cited during the preceding 5 years for failure to submit acceptable audit

reports in a timely manner

+ Did not fail to resolve satisfactorily any compliance problems identified during a

program review or audit

A school may be considered financially responsible even if the school fails to meet this standard if the school submits to

ED an Irrevocable letter of credit of not less than onehalf the Title IV programfunds received by the school for an

award year; or the school is able to establish that it has sufficient resources to ensure against its precipitous closure.

** This standard is not applicable if the school: 1. Is located In a state that has a tuition recovery plan, acceptable to ED,

and the school contributes to that tuition recovery fund; 2. Has its liabilities backed by the full faith and credit of the state

or by an equivalent governmental entity; or 3. Demonstrates to ED that for each of the 2 most recently completed fiscal

years, the school has made timely refunds to studentsand has met all of the financial responsibility standards.

Continued on next page
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TITLE IV FINANCIAL RESPONSIBILITY STANDARDS (coNT'D.)

Maintains an acid test ratio of 1:1 in terms of the school's cash (excluding any
irrevocable line of credit requested by ED) and current receivables to current liabilities,
and

Has not had operating losses in either or both of its last 2 fiscal years that in sum have
resulted in more than 10% reduction in the school's tangible net worth, and

Has a positive tangible net worth for its most recent fiscal year,

OR

Has outstanding debt obligations that are listed at or above the second highest credit
rating level by a nationally recognized statistical rating organization

v 4, 410:,- P.. i, , '44WI'' VO: k AP-; ; r.r.,..4.

Demonstrates at the end of its most recent fiscal year an acid test ratio of 1:1 in terms of
the school's cash and current receivables to current liabilities, and

(1) Has at the end of its most recent fiscal year a positive unrestricted current fund
balance or positive unrestricted net assets

or

(2) Has not had an excess of current fund expenditures over current fund revenues
over the past 2 fiscal years that have resulted in more than 10% reduction in the
school's unrestricted current fund balance or unrestricted net assets

OR
.

Has outstanding debt obligations that are listed at or above the second highest credit
rating level by a nationally recognized statistical rating organization

, -;,, ',.,,,,,,t:;A
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(Needs to meet only one of the following)

Has its liabilities backed by the full faith and credit of the state or other equivalent
government entity, and

Has a positive unrestricted current fund balance, if reporting under the Single Audit Act,
and

Has a positive unrestricted current fund balance in the state's higher education fund as
presented in the general purpose financial statements, and

Submits documentation from the state auditor general that it has met all of its financial
obligations during the past year, and has sufficient resources to meet all of its financial
obligations

OR

Has outstanding debt obligations that are listed at or above the second highest credit
rating level by a nationally recognized statistical rating organization

A school may be considered financially responsible even if the school falls to meet this standard if the school submits to
ED an irrevocable letter of credit of not less than one-half the Title IV program funds received by the school for an
award year; or the school is able to establish that it has sufficient resources to ensure against its precipitous closure.
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For Title IV eligibility purposes, a school must meet each of the applicable

standards. If a school fails to meet all applicable standards, ED may

provisionally certify the school's participation in the Title IV programs if

the school is applying for certification and:

1. The school's participation was limited or suspended under Part

G of the Student Assistance General Provisions; or

2. The school voluntarily enters into provisional certification.

If a school is provisionally certified, the school's Program Participation

Agreement (PPA) will specify the time frame and the conditions under

which the school may participate in the Title IV programs.

Administrative Capability Standards

A school also must be administratively capable of managing the Title IV

programs in which it participates, or wishes to. participate.

ED evaluates the school's administrative capabilities:

1. Based on information available to ED, including the school's

annual compliance audit; and

2. According to the standards contained in Section 668.16 of the

Student Assistance General Provisions regula tions.

45
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TITLE IV ADMINISTRATIVE CAPABILITY STANDARDS

A school is administratively capable if the schook

Administers the Title IV programs in accordance with all Title IV requirements;

+ Designates a capable individual to be responsible for the administration of the Title IV programs;

+ Has adequate staffing for administering the Title IV programs;

+ Communicates to the individual responsible for the administration of the Title IV programs all
information that bears on a student's Title IV eligibility;

+ Has written procedures for administering the Title IV programs;

+ Administers the Title IV programs with adequate checks and balances in its system of internal
controls;

+ Divides the functions of authorizing Title IV payments and disbursing/delivering Title IV funds so
that the functions are carried out by at least 2 organizationally independent individuals;

+ Establishes and maintains required Title IV records;

+ For purposes of determining student eligibility for Title IV assistance: establishes, publishes, and
applies reasonable standards for measuring whether a student is maintaining satisfactory
academic progress in the completion of his/her educational program;

+ Develops an adequate system for resolving discrepancies in information related to a student's
application for Title IV assistance;

+ Refers to ED's Office of Inspector General information indicating that an applicant for aid,
employee, or agent of the school may have engaged in fraud or other criminal misconduct in
connection with the application for Title IV programs;

+ Provides adequate financial aid counseling to Title IV applicants;

+ Submits in a timely manner all required Title IV program reports, including the submission of
required fiscal reports and financial statements;

+ Does not demonstrate any significant problems in its ability to administer the Title IV programs;

+ Does not have any individual affiliated with the school who is/has been debarred or suspended, or
is engaging in any activity that is a cause for suspension or debarment under Executive Order
12549 or the Federal Acquisition Regulations;

For a school that seeks initial participation in a Title IV program: does not have more than 33% of
its students withdraw during the latest complete award year;

Has a cohort default rate* of less than 25% under the Federal Family Education Loan Programs
for each of the 3 most recent fiscal years, and equal to or less than 15% under the Federal
Perkins Loan Program; and

Does not appear to lack the ability to administer the Title IV programs competently.

If a school is determined not to be administratively capable based on this standard only, ED will provisionally certify
the school's participation in the Title IV programs.
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To be eligible to participate in the Title IV programs, a school must comply

with each standard. However, ED may provisionally certify a school's

participation in the Title IV programs if the school was determined not to

be administratively capable because of its Federal Family Education Loan

(FFEL) Program and/or Federal Perkins Loan cohort default rates.

Cash Management Requirements

Effective July 1, 1995, new requirements apply to schools and third-party

servicers that request, maintain, and disburse Federal Pell Grant, campus-

based, Direct Loan, and Federal Family Education Loan (FFEL) Program

funds.

Requesting Title IV Funds

A school requests Federal Pell Grant, campus-based, and Direct Loan funds

from ED either before or after making disbursements to students. ED

decides which schools are allowed to request funds in advance and which

schools are placed on reimbursement.

If funds are requested in advance, the school's request is limited to the

amount needed to make disbursements within three days of receiving the

funds (i.e., the school's "immediate need").

If the school has already disbursed students' Title IV aw ards using

institutional funds, the school's request is limited to:

1. The amount of funds actually disbursed; alid

2. The amount of any additional funds needed to make
disbursements within three days of receiving the funds.

ED may require schools on the reimbursement method to document the

disbursements it has made to students.

4 7
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In either situation, any Title IV funds that the school has not disbursed
after three days of their receipt must be returned to ED unless:

1. The Title IV funds are FFEL proceeds or Federal Perkins Loan
funds; or

2. The amount of the school's excess cash is less than:

a. 3 percent of the total amount of the school's drawdowns
in the preceding award year for a period of peak
enrollment; or

b. 1 percent of its total drawdowns in the preceding year,
for any other period; and

c. The school will eliminate its excess cash within the next
seven days by making disbursements of Title IV funds to
students for at least the amount of that balance.

A period of peakenrollment is any 30-day period during which at least 30
percent of the school's students start classes.

The school will be penalized if it maintains an excess cash balance. The
amount of a school's liability is equal to the difference between the earnings
the cash balance would have yielded under a Treasury-derived rate and the
actual interest earned on the cash balance.

Under the FFEL Program, a school may not request that a lender disburse
loan proceeds in the form of an electronic funds transfer (EFT) or a master
check earlier than 13 days before the first day of the student's enrollment
period.
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Maintaining Title IV Funds

Title IV funds must be maintained in a school-designated bank account.

The school must:

1. Inform the bank in writing that the account contains federal

funds; or

2. Include the word "Federal" in the name of the account.

In addition, the school must file with the appropriate state or municipal

government a UCC-1 form stating that the school-designated bank account
contains federal funds. The account is not required to be a federally

insured, interest-bearing account unless the school drew down $3,000,000 or

more in Title IV funds in the prior award year.

Notwithstanding any other provisions, Federal Perkins Loan funds must be

deposited in:

1. An interest-bearing account that is:

a. Federally insured; or

b. Secured by collateral of equivalent value; or

2. An investment account that consists primarily of low-risk,

income-producing securities, such as obligations issued and

guaranteed by the federal government.

A school may maintain all other Title IV program funds in an interest-

bearing account if that account meets the requirements described above that

apply to Federal Perkins Loan funds.

4)
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For all other Title IV programs, the school must follow the rules that apply
to the deposit of Federal Perkins Loan funds if the school:

1. Drew down $3,000,000 or more in Title IV funds in the prior
award year; and

2. Earned in the award year or would earn during the coming
award year at least $250 or more on the funds maintained in
an interest-bearing account.

Otherwise, the school is not required to deposit Title IV funds (exclusive of
Federal Perkins Loan funds) in an interest-bearing account.

Except for earnings on Federal Perkins Loan funds, any earnings in excess
of $250 received on the school's interest-bearing Title IV account(s) must be
paid annually to ED. All earnings on Federal Perkins Loan funds must be
used for Federal Perkins Loan Program purposes.

A school must maintain separate Title IV program accounts if ED
determines that:

1. The school's accounting and internal control systems do not
adequately identify:

a. Title IV cash balances; or

b. Earnings on Title IV funds;

2. The school's financial records:

a. Are not maintained on a current basis;

b. Are not reconciled at least monthly; or

c. Do not accurately reflect all Title IV program
transactions; or
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3. The school failed to comply with all Title IV regulatory record
maintenance and reporting requirements.

Disbursing Title IV Funds

Except for Federal Work-Study funds, new requirements apply regarding
the disbursement of Title IV funds.

Title IV funds may be disbursed by:

1. Check, cash, or other means payable to and requiring the
endorsement or certification of the student (or parent borrower,
if a Federal Direct PLUS Loan or Federal PLUS Loan);

2. An electronic funds transfer (EFT); or

3. Crediting the student's account.

Except for a student subject to delayed disbursement requirements under

the Direct Loan Program or delayed delivery requirements under the FFEL

Program, the earliest that a school may disburse any Title IV funds or
deliver any FFEL proceeds is ten days prior to the start of the payment
period or the enrollment period. The delayed disbursement and the

delayed delivery requirements (which are described in Session 5) apply to a

student who:

1. Is enrolled in the first year of an undergraduate program of

study; and

2. Has not previously received a Direct Loan or a FFEL Program

Loan.

If the school credits a student's account with Direct Loan or FFEL Program

funds, the school must provide prompt written notification to the student

or parent borrower that the school has credited the student's account.
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If payment will be made by means of an EFT, the school must obtain:

1. The student's written authorization to make EFT payments to
the student's account; and

2. For a Federal PLUS or a Federal Direct PLUS Loan, the
parent's written authorization to make EFT payments to the
student's or the parent's bank account.

The student's (or parent's, if applicable) written authorization is valid only
for the award year or enrollment period in which it was obtained.
However, the School may continue to use the initial EFT authorization for a
subsequent award year if:

1. The school notifies the individual who provided the
authorization prior to making any subsequent EFT payments to
the student's account; and

2. The school's notification ciearly explains the provisions of the
current authorization including information regarding:

a. Whether the school will pay to the student any interest
earned on the student's funds, and

b. The student's or parent's right to cancel or modify the
provisions of the written authorization at any time.

These requirements regarding a student's or parent's written authorization
also apply to:

1. The school's use of Title IV funds to pay for institutional
charges; and

2. The school's ability to hold excess funds for use or delivery
later in the award year.
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If a school credits a student's account, it may do so only for those school
charges that:

1. Are allowable; and

2. Are incurred during the current award year or period of
enrollment.

Allowable charges that a school may credit to a student's account without

written authorization from the student are:

1. Tuition and fees;

2. Room and board, if the student contracts with the school for

room and board; and

3. Other cost-of-attendance charges if the student has given the
school written authorization to credit the student's account for

those charges.

Any amount of Title IV funds that exceeds the amount of the student's
allowable institutional charges must be paid to the student within certain

time frames. For the 1995-96 award year, the student must be paid the

excess funds within the later of:

1. Twenty-one days after the balance occurs;

2. Twenty-one days after the first day of classes for the payment
period (or the enrollment period if a Direct Loan or a FFEL

Program Loan); or

3. Twenty-one days after the student rescinds his or her

permission for the school to retain the excess funds for use or

delivery later in the award year.
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Beginning with the 1996-97 award year, the student must be paid with 14
days of the latest of the events described above.

Excess student funds may be retained on the student's account only if the
student voluntarily gives the school a written authorization. If the student
later rescinds that permission, the excess funds must be paid to the student
by the latest of the above three dates.

Any funds that the student has asked the school to retain for use at a later
date must be deposited into a. subsidiary ledger account designated for that
purpose. The subsidiary ledger account must identify each student and the
amount of funds the school is holding for the student. The school also
must maintain at all times in its bank account an amount equal to the funds
the school is holding for students. The school may retain any interest
earned on the funds it is holding for students.

Requirements for an Institution's Branch Campus and Other Locations

A school's Title IV eligibility does not automatically extend to a branch
campus or location of the school.

A branch campus is a location of the school that is independent and
geographically apart from the main campus of the school. "Independent of
the school" means that the location:

1. Is permanent in nature;

2. Offers courses in educational programs that lead to a degree,
certificate, or other recognized educational credential; and

3. Has its own:

a. Faculty and administrative or supervisory organization;
and

b. Budgetary and hiring authority.
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A branch campus established after the school receives its Institutional
Approval Notice must undergo a full review o its eligibility to participate
in the Title IV programs.

If ED does not certify all of the school's locations, only those locations
eligible to participate will be listed in the school's Institutional Approval
Notice. Title IV eligibility does not automatically extend to a new location
established after the school receives this notice unless:

1. The school provides less than 50 percent of an educaticnal
program at the location; or

2. The school has notified ED that it provides at least 50 percent
of an educational program at the location, and ED has notified
the school that an eligibility application is not required.

Other Conditions of Institutional Eligibility

A school permanently loses its Title IV eligibility if:

1. The school, or an affiliate that controls the school, files for
bankruptcy; or

2. The school or the school's owner or chief executive officer has
been convicted of or has pled guilty to certain crimes involving
Title IV funds.

If a school loses its Title IV eligibility for any of the following reasons, the
school may regain eligibility after it has corrected the condition that led to
its ineligibility.

55
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Correspondence Programs

A school no longer qualifies as an eligible institution if during any award
year:

1. More than 50 percent of the courses offered by the school were
correspondence courses; or

2. 50 percent or more of the school's regularly enrolled students
were enrolled in correspondence courses.

Appendix A to this session describes how to calculate these percentages.

An exemption applies to both of these exclusions if the school qualifies as a
technical institute or a vocational school under section 521(4)(C) of the Carl
D. Perkins Vocational and Applied Technology Education Act.

ED may waive the limitation on the percentage of students enrolled in
correspondence courses if:

1. The school offers two-year associate degree and/or four-year
bachelor's degree programs; and

2. The students enrolled in the school's correspondence courses
receive no more than 5 percent of the Title IV funds received
by all of the school's students during the award year.

Students Without a High School Diploma or Its Equivalent

If 50 percent or more of the regularly enrolled students at a school that
does not offer at least a two-year associate degree or a four-year bachelor's
degree are admitted during any award year without a high school diploma
or its equivalent, the school no longer is an eligible institution.

Appendix B to this session describes how to calculate this percentage.
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However, a waiver may apply if the school:

1. Is nonprofit;

2. Provides training under a federal, state, or local government
contract to a significant number of low income students who:

a. Do not have a high school diploma or its recognized
equivalent; and

b. Are in need of the training; and

3. Has no more than 40 percent of its enrolled regular students
who:

a. Do not have a high school diploma or its equivalent;
and

b. Are not served through a government training contract
as described above.

Other Limitations on Institutional Eligibility

Appendix C to this session describes the limitation on the percentage of
incarcerated regular students that any school may enroll.

For proprietary schools, if for any fiscal year more than 85 percent of a
school's total revenue is derived from Title IV program funds, the school no
longer meets the definition of an eligible institution. Implementation of this
requirement, which is also known as the "85-15 Rule," has been delayed
until July 1, 1995.

Use of Third-Party Servicers

A school's eligibility to participate in the Title IV programs is affected by
the actions of any third-party servicer(s) it uses for administering the Title
IV programs. 57
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A third-party servicer is any individual or organization that contracts with
the school to administer, through either manual or automated processing,
any aspect of the school's participation in any Title IV program. An
employee of a school is not a third-party servicer

The definition of a third-party servicer:

1. Is in Section 668.02 of the Student Assistance General
Provisions; and

2. Contains examples of activities that ED considers to be, or not
to be, the administration of a school's participation in a Title
IV program.

Schools should refer to these examples when determining whether other
activities performed by an individual or organization for the school are
functions performed by a third-party servicer.

Anytime that a school enters into, or significantly modifies, its contract with
a third-party servicer, the school is required to notify ED. A significant
modification of the school's contract includes a change in any of the
servicer's functions or responsibilities for administering the school's
participation in the Title IV programs.

ED will review the school's third-party servicer contract at the time the
school undergoes recertification to participate in the Title IV programs. ED
may request a copy of the contract prior to the school's recertification.

A school is jointly and severally liable for the actions of its third-party
servicers. Appendix D has additional information regarding the use of
third-party servicers.

Agreements Between Schools

Schools may enter into written agreements with other schools to provide a
portion of a student's educational program. Information regarding written
agreements between schools is in Appendix E.

December 22, 1994 TG 2 - 21



PROGRAM ELIGIBILITY REQUIREMENTS

The school must list all of its educational and training programs in its
application for certification or recertification of its Title IV eligibility. If any

program does not meet the requirements of an eligible program, only the
school's eligible programs will be listed in the school's Institutional
Approval Notice.

The school normally determines the eligibility of a program established
after the school receives its Institutional Approval Notice. If the school
incorrectly determines that a program is eligible, the school is liable for any
Title IV funds paid to students enrolled in that program.
ED's approval for an additional program is required only if the program is:

1. A short-term program; or

2. A program that leads to an occupation different from those
resulting from programs the school already offers.

Requirements of an Eligible Program

The basic standards for an eligible program are identified in the Eligible
School Definitions chart on Page TG 2-3. An eligible program must meet
specific requirements regarding the:

1. Length of the progrin; and

2. Educational objective or outcome of the program.

Minimum Length of Academic Year

A school must define the academic year for each of its different programs
of study. The school's definition of an academic year must satisfy the
statutory requirements that are outlined in the following chart.

5 J
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STATUTORY DEFINITION OF AN ACADEMIC YEAR

Academic Progress
Measured By:

Semester hours

Minimum Completion
'Requirement*

24 semester hours

Minimum Instructional
Time Requirement

30 weeks

Trimester hours 24 semester hours 30 weeks

Quarter hours 36 quarter hours 30 weeks

Clock hours 900 clock hours 30 weeks

* Number of hours that a student enrolled full-time is expected to complete in a full academic year.

An academic year begins on the first day of classes, and ends on the last
day of classes or examinations. In calculating the amount of instructional
time in an academic year, a week is defined as a consecutive seven-day
period.

A week of instructional time is defined differently, depending upon
whether the student's program of study is:

1. A clock-hour or a standard-term credit-hour program; or

2. A credit-hour nonstandard term or nonterm program.

A standard term is a semester, trimester, or quarter. Any term that is not a
semester, trimester, or quarter is a nonstandard term.

A week of instructional time:

1. For a clock-hour or a standard-term credit-hour program, must
contain at least 1 day of regularly scheduled instruction,
examination, or preparation for examinations; and
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2. For a credit-hour nonstandard term or nonterm program, must
contain:

a. For purposes of the 1994-95 award year only, 5 days of
regularly scheduled instruction, examination, or
preparation for examinations. (i.e., the "five-day rule");
and

b. Beginning with the 1995-96 award year, 12 hours of
regularly scheduled instruction, examination, or
preparation for examination (i.e., the "12-hour rule").

Instructional time does not include any periods of orientation, counseling,
vacation, or other activity not related to class preparation.

Acceptable Variations in the Five-Day Rule and the Twelve-Hour Rule

A credit-hour nonstandard term or nonterm program that does not satisfy
the five-day rule is not an eligible program unless the school can establish
that the program:

1. During the 1994-95 award year contains a number of days
equivalent to the minimum number required for an eligible
program; and

2. Effective with the 1995-96 award year contains a number of
credit or clock hours equivalent to the minimum required for
an eligible program.

Example 1: A nonterm credit-hour program meets 3 nights a week for 30
weeks, and has 90 days of instruction (i.e., 3 nights times 30
weeks). Since 5 days constitute one week, 90 days divided by
5 results in an equivalent of 18 weeks of instruction. If the
program meets all other requirements of an eligible program,
this program is considered an eligible program because the
program is at least 15 weeks long.

61
December 22, 1994 TG 2 24



Example 2: A school offers a 16 semester-hour, nonterm program. In order
to meet the requirements of an eligible program, the program
must be offered during a minimum of 15 weeks over which
there is a minimum of 180 hours of instruction, examinations,
or preparation for examinations (i.e., 12 hours per week times
15 weeks). If the program actually meets fewer than 12 hours
per week, the program would have to meet enough weeks to
provide the required 180 hours of instruction, examinations, or
preparation for examinations. If the program actually met 9
hours per week, the program must be at least 20 weeks in
order to be an eligible program (i.e., 180 hours divided by 9
hours per week).

If the school uses either of these ways of calculating equivalency to
determine program eligibility, that method also must be used to determine
whether proration requirements apply to students enrolled in that program.

1. In the first example, proration requjrements would be based on
the 18 weeks since there is the equivalent of 18 weeks of
instructional-time in the student's program.

2. In the second example, proration requirements would be based
on 20 weeks since there is the equivalent of 20 weeks of
instructional time in the student's program.

Waiver of the 30-Week Requirement

A school may request that ED waive the 30-week academic year
requirement to not less than 26 weeks for any of its programs if the school
offers educational programs leading to a two-year associate degree or a
four-year bachelor's degree.

To apply for the ED waiver, the school's request must:

1. Be made in writing;
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2. Identify each program for which the waiver is requested;

3. Specify the length of the academic year for that program (i.e.,
26, 27, 28, or 29 weeks);

4. State whether:

a. The school is in the process of changing the length of
the program's academic year to meet the 30-week
requirement, and would like a transitional reduction; or

b. Unique circumstances warrant an academic year that is
shorter than the statutory minimum, and the school
would like a long-term reduction;

5. Demonstrate that the school has made a good faith effort to
comply with the statutory requirements of an academic year by
prorating all Federal Pell Grant, Direct Loan, and FFEL awards
made, disbursed or delivered on or after July 23, 1992; and

6. Include any other information needed by ED.

If a school is ineligible for a reduction of the 30-week requirement because
the school did not properly make, disburse, or deliver Title IV funds on or
after July 23, 1992, the school may establish eligibility for the reduction if
the school makes arrangements satisfactory to ED to repay any overawards
that resulted from the improper awarding, disbursing, or delivery of those
funds.

For a program with an academic year shorter than 30 weeks on July 1, 1994
that is in transition to a 30-week academic year, the transitional waiver will
be granted if ED determines the school is committed to making the
transition.
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If the school's request is based on unique circumstances, ED will grant a
long-term waiver under the following conditions:

1. ED agrees that unique circumstances justify the shorter
academic year length;

2. The school shows that full-time students enrolled in the
program are carrying the same workload as other full-time
students enrolled in programs with at least a 30-week academic
year; and

3. The program's academic year length has been approved by the
school's:

a. Nationally recognized accrediting agency; or

b. Recognized state agency, if the school is a postsecondary
vocational institution.

If a program is granted a long-term waiver, the school must reapply for the
waiver whenever the school reapplies to participate in the Title IV
programs.

Short-Term Programs

For a program longer than 300 clock hours, but shorter than 600 clock
hours, the program is not an eligible program unless it has at least:

1. A 70 percent completion rate; and

2. A 70 percent placement rate.
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The program's completion rate for an award year is calculated as follows:

(1) Number of regular students enrolled in the program

Number of students who withdraw/are expelled and receive a 100% refund

Number of students still enrolled at the end of the award year

= Number of students not enrolled at the end of the award year*

' Includes all students completing the program during the award year regardless of how
long it took each student to complete his or her program.

. (2) Number of students in (1) above who completed the program within 150% of
program's published length

Results of (1)

To obtain the placement rate for an award year:

1. Determine the number of students who received a degree or
certificate during the award year.

2. Determine the number of students in #1 who got a job within

180 days of graduation and who were employed for at least 13

weeks; and

3. Calculate: Results of #2

Results of #1

The school must document every instance of student employment used in

satisfying the placement rate requirement.

In addition, the accountant who prepares the school's annual compliance

audit must substantiate the school's calculation of the program's completion

and placement rates.
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Flight Training and ESL Programs

If a school offers a flight training program, the program must have a valid
certification from the Federal Aviation Administration.

If the school offers an ESL-only program, the program must:

1. Be an undergraduate program. Federal Pell Grant assistance is
the only aid that may be awarded for ESL programs;

2. Admit only students the school documents as requiring ESL
instruction to use existing knowledge, skills, or training; and

3. Lead to a degree, certificate, or other recognized educational
credential.

STUDENT ELIGIBILITY ISSUES

Requirement for a Valid Social Security Number

A student must have a valid Social Security number, verified by ED, to be
eligible for Title IV assistance. An exception applies to students who are
residents of the Republic of the Marshall Islands, the Federated States of
Micronesia, and the Republic of Palau.

ED will verify a student's Social Security number at the time the Central
Processing System (CPS) processes the student's Free Application for
Federal Student Aid (FAFSA).

If the CPS is unable to conduct the data-base match with the Social Security
Administration, or the match does not confirm the student's Social Security
number, the school must determine the student's valid Social Security
number. Title IV assistance may not be awarded until the student's Social
Security number has been verified.
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The student has at least 30 days from the date on which the school received
the student's application output document to provide clear and convincing
evidence of his or her Social Security number. Such evidence may include:

1. The student's Social Security card; or

2. A letter from the Social Security Administration.

If the student's verified Social Security number is different from the number

reported on the student's output document, the school must report the

correct number to ED by submitting a paper or electronic correction

through the CPS.

Effect of Default on a Title IV Loan

A student who has defaulted on a Title IV loan is not eligible for any

further Title IV assistance unless:

1. The defaulted loan was discharged, or is dischargeable, in
bankruptcy; or

2. The student:

a. Repays the defaulted loan in full;

b. Makes satisfactory repayment arrangements with the
holder of the defaulted loan; or

c. Compromises the loan.

Any borrower of a Title IV loan also may regain full Title IV eligibility if the

borrower obtains and includes the defaulted loan in a Federal Direct

Consolidation Loan or a Federal Consolidation Loan.

6
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To apply for a Federal Direct Consolidation Loan, the defaulted borrower
must:

1. Contact ED; and

2. Make a satisfactory repayment arrangement.

For purposes of a Consolidation Loan, a satisfactory repayment
arrangement means the borrower must make three reasonable and
affordable on-time monthly payments that are based on the borrower's
financial circumstances. The borrower's monthly payment is considered to
be on time if it is received within 15 days of its due date.

A defaulted borrower of one or more Federal Family Education Loans also
may regain full Title IV eligibility if the borrower finds a FFEL Programs
lender that is willing to make a FFEL Consolidation Loan, and makes a
satisfactory repayment arrangement.

The chart on the following page summarizes whether the borrower is
eligible for Title IV grant or loan assistance when certain conditions are
present.
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EFFECT OF TITLE IV LOAN STATUS ON STUDENT AID ELIGIBILITY

,FFEL
Programs and
Direct Loans

Default
No Other Conditions Met

NO NO NO

Default
Paid in full

YES YES YES

Default .

Satisfactory Repayment
Arrangements Made

YES YES YES

Default
Written-off

NO 2 NO 2 NO 2

Default
Compromise

YES YES YES

Default
Total and Permanent
Disability Cancellation

NO 3'4
(if loan cancelled

was an FFEL)

NO 3'4
(if loan cancelled was

a Federal Perkins)
YES

No Default
Total and Permanent
Disability Cancellation

NO 3'4
(if loan cancelled

was an FFEL)

NO 3'4
(if loan cancelled was

a Federal Perkins)
YES

Default
Bankruptcy

YES YES YES

No Default
Bankruptcy

YES YES YES

1 Under the Federal Perkins Loan Program regulations [Section 674.9(e)], the financial aid administrator has

discretion to deny eligibility for additional loans under the policy of "unwillingness to repay."

2 An exception is permissible if the applicant: (a) reaffirms his/her Title IV loan obligation(s) with holder(s) of the

note(s) that was (were) written off and makes satisfactory repayment arrangements as part of the reaffirmation (for

any loan(s) in default prior to the write-off); or (b) repays the loan(s) in full.

3 An exception is permissible if the applicant: (a) reaffirms his/her Title IV loan obligation(s) with holder(s) of the

note(s) that was (were) previously cancelled due to the applicant's disability and makes satisfactory repayment

arrangements as a part of the reaffirmation (for any loan(s) in default prior to the disability cancellation); (b) obtains

a certification from his/her physician that his/her disability condition has improved and that he/she has the ability to

engage in substantial gainful activity or to attend an institution of postsecondary education; and (c) signs a

statement indicating that he/she is aware that his/her Title IV loan cannot be cancelled in the future on the basis of

any present impairment, unless that condition substantially deteriorates to the extent that the definition of total and

permaner.t disability is met.

4 Effective 07/01/95, a student will no longer be required to reaffirm a loan cancelled for total and permanent

disability to establish eligibility for Title IV aid.
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Requirement for a High School Diploma or Its Recognized Equivalent

In order to be eligible for Title IV assistance, a student must have a high
school diploma or its recognized equivalent.

A student is considered to have the recognized equivalent of a high school
diploma if the student has:

1. Received a General Education Development Certificate (GED)
or a state proficiency certificate awarded when the student
passes a state-authorized examination that the state recognizes
as the equivalent of a high school diploma;

2. Successfully completed a two-year program that is acceptable
for full credit toward a bachelor's degree; or

3. Excelled academically in high school and has met the formal
written admission policies of the postsecondary institution for
enrollment in a program that leads to at least an associate
degree or its equivalent.

This standard should be used only in exceptionally limited
situations.

Ability-to-Benefit Requirements

If the student does not have a high school diploma or its recognized
equivalent, a student may establish Title IV eligibility by demonstrating the
"ability to benefit" from a postsecondary program by achieving a passing
score on an independently administered and ED-approved test.

ED is in the process of developing final ability-to-benefit regulations that
will establish additional requirements for students, schools, and test
publishers. Until the final regulations are issued, schools may select any of
the ability-to-benefit examinations listed in the December 30, 1992 Notice in
the Federal Register or in Dear Colleague Letter GEN-93-21. The December
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30, 1992 Notice also provided nonbinding guidance for implementing

statutory ability-to-benefit requirements.

INSTITUTIONAL REPORTING REQUIREMENTS

Campus Safety

By September 1 of each year, a school participating in the Title IV programs

must publish and distribute an annual security report. This requirement
also applies separately to any campus of the school.

For purposes of this reporting requirement, a campus is defined as any

building or property owned, or controlled, by the school or by student

organizations of the school. Any building or property owned, or controlled,

by the school that is not within the contiguous geographic area of the main

campus is considered to be a separate campus.

The school's annual campus security report includes information regardin

a school's:

1. Security policies and procedures:

2. Crime prevention programs; and

3. On-campus crime statistics.
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REQUIRED CONTENTS OF A SCHOOL'S ANNUAL SECURITY REPORT

Policies regarding:

+ Security and access to campus facilities

+ The school's law enforcement authority including:
The extent of that authority
Its relationship with state and local police agencies, including any arresting authority
The importance of reporting all crimes to campus and local/state police agencies

+ How the school monitors and records, through local police agencies, criminal activity at off campus
locations of recognized student organizations

+ The possession, use, and sale of alcoholic beverages and illegal drugs

+ The enforcement of:
State underage drinking laws
Federal and state drug laws

Policies and procedures regarding:

+ The reporting of criminal actions and other emergencies that occur on campus, including:
The manner in which the school responds to such reports and informs the campus community
of such incidents
The specific school official(s) to whom crimes should be reported

+ The school's sexual assault program for prevention of sexual offenses and for reporting the
incidence of sexual offenses which:

Promotes the awareness of certain sex offenses
Identifies individual(s) to be contacted in the event of a sex offense
Provides information on and assistance in reporting sex offenses to police
Stresses the importance of preserving evidence
Identifies on- and off-campus counseling services
Describes options for changing a victim's academic and living situation
Explains procedures for campus disciplinary action of alleged sex offenses

Programs for students and employees regarding:

+ Campus security procedures

+ Crime prevention

+ Drug and alcohol abuse

Statistics regarding the on-campus oc6'urrence of: 4

+ Murder,* rape,* forcible* and nonforcible sex offenses, robbery, aggravated assault,* burglary, and
motor-vehicle theft

+ Arrests for liquor-law, drug-abuse, and weapons violations*

* For each of these crimes, statistics should also indicate whether there is evidence of prejudice based on race,
religion, sexual orientation or ethnicity In accordance with the Hate Crime Statistics Act
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In collecting and reporting its on-campus crimes, a schoo'l must use

definitions that are contained in Appendix E to the Student Assistance

General Provisions.

Two sets of on-campus crime statistics, each with different reporting

periods, must be reported. Statistics on:

1. Arrests for liquor-law, drug-abuse, and weapons violations

must cover the calendar year that precedes the year when the

report is issued.

For the security report due on September 1, 1995, the

information is from the 1994 calendar year;

2. The occurrence of murder, rape, (forcible or nonforcible) sex

offenses, robbery, aggravated assault, burglary, and motor-

vehicle theft must cover the three calendar years that precede

the year when the report is issued.

a. For the security report due on September 1, 1995, the

information is from the 1992, 1993, and 1994 calendar

years.

b. However, the school's statistics on forcible or nonforcible

sex offenses for the 1992 calendar year need only include

those crimes that occurred on or after August 1, 1992

unless the school has sex offense data for the entire year.

The school's statistics on rape must include periods prior

to August 1, 1992.

The school's annual security report must be distributed to all current and

prospective employees and students. A prospective student or employee is

any individual who has requested information regarding admission to or

employment with the school.
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Current students and employees must be given a full copy of the report.
Prospective students and employees may be given a summary of the
report's information if the school also provides information regarding the
availability of the full report, and how it may be obtained.

A school must notify the campus comrr mity in a timely manner of any
murder, rape, (forcible and nonforcible, sex offenses, robbery, aggravated
assault, burglary, and motor-vehicle theft that:

1. Occur on campus; and

2. Represent a threat to the school's students and employees.

4
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Appendix A

Correspondence Programs: Institutional Eligibility Calculations

In calculating the percentages of correspondence courses and
correspondence students for an award year, the following guidelines apply:

1. An entire program offered by correspondence can be
considered a single course. Otherwise, a course provided by
correspondence as part of an on-campus or residential program
is considered as a single correspondence course.

2. A course that is offered both on campus and by
correspondence is counted as two courses.

3. Regardless of the number of times the school offers a course
during an award year, the course is counted only once in the
calculation.

4. If the total number of telecommunication courses and
correspondence courses offered by the school is more than 50
percent of the total number of courses offered during an award
year, then the telecommunication courses are counted as

correspondence courses.

To determine the percentage of a school's courses offered during an award

year that are correspondence courses, the school performs the following

calculation:

Total number of correspondence courses offered

Total number of courses offered

In determining the percentage of a school's regular students enrolled during

any award year in correspondence courses, a regular student is counted

only once, no matter how many times the student enrolls or re-enrolls. A
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regular student is a student who is enrolled in a program that leads to a
certificate, degree, or other recognized educational credential. Count every
regular student, even those enrolled less than full-time.

A student is not considered enrolled in a correspondence program until the
student has completed and submitted at least one lesson. This calculation
also excludes any student who:

1. Withdrew or was expelled; and

2. Received a 100 percent refund of institutional charges, minus
any allowable administrative fee.

To determine the percentage of students enrolled in correspondence courses
during an award year, the school performs the following calculation:

Total number of students enrolled in correspondence courses

Total number of students enrolled in the school

Schools must perform these calculations annually, and the calculations must
be substantiated by the accountant who prepares either the school's audited
financial statement or its compliance audit.

If the results of either calculation indicate that the school no longer meets
the institutional eligibility requirement, the school loses its Title IV
eligibility effective with the end of the award year in which the school
exceeded the allowable percentage. The school is liable for any Title IV
funds it disbursed after the date it lost its Title IV eligibility.

In addition, the school must inform ED by July 31 that it no longer meets
the requirements of an eligible institution. This notification also applies if
the school no longer qualifies for the waiver applicable to students enrolled
in correspondence courses.

7
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Appendix B

Students Without a High School Diploma or Its Equivalent:
Institutional Eligibility Calculations

In determining what percentage of a school's regular students are without a
high school diploma or its equivalent, a regular student is counted only
once, no matter how many times the student enrolls or re-enrolls. This
calculation also excludes any student who:

1. Withdrew or was expelled; and

2. Received a 100 percent refund of institutional charges, minus
any allowable administrative fee.

For any award year, the percentage of a school's students without a high
school diploma or its equivalent is calculated as follows:

Total numb ar of regular students without a high school diploma or its equivalent

Total number of regular students

Schools must perform this calculation annually, and the calculation must be
substantiated by the accountant who prepares either the school's audited
financial statement or its compliance audit.

If the results of the calculation indicate that the school no longer meets the
institutional eligibility requirement, the school loses its Title IV eligibility
effective with the end of the award year in which the school exceeded the
allowable percentage. The school is liable for any Title IV funds it has
disbursed after the date it lost its Title IV eligibility.

In addition, the school must inform ED by July 31 that it no longer meets
the requirements of an eligible institution. This notification also applies if
the school no longer qualifies for the waiver applicable to ability-to-benefit
students.
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Appendix C

Incarcerated Students and Institutional Eligibility

If during an award year 25 percent or more of a school's regularly enrolled
students are incarcerated, the school no longer meets the definition of an
eligible institution. An incarcerated student is a student who is serving a
criminal sentence in a federal, state, or local:

1. Penitentiary;

2. Prison;

3. Jail;

4. Reformatory;

5. Work farm; or

6. Other similar type of correctional institution.

A student is not considered to be incarcerated if the student:

1. Is serving in a .half-way house or under home detention; or

2. Is sentenced to serve only weekends.

In determining the percentage of incarcerated regular students, a student is
counted as being enrolled only once during the award year. This
calculation also excludes any student who:

1. Withdrew or was expelled; and

2. Received a 100 percent refund of institutional charges, minus
any allowable administrative fee.
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The percentage of a school's incarcerated regular students for an award
year is calculated as follows:

Total number ot incarcerated regular students

Total number of regular students

Schools must perform this calculation annually, and the calculation must be
substantiated by the accountant who prepares either the school's audited
financial statement or its compliance audit.

If the results of the calculation indicate that the school no longer meets the
institutional eligibility requirement, the school loses its Title IV eligibility
effective with the end of the award year in Which the school exceeded the
allowable percentage. The school is liable for any Title IV funds it has
disbursed after the date it lost its Title IV eligibility.

In addition, the school must inform ED by July 31 that it no longer meets
the requirements of an eligible institution. This notification also applies if
the school no longer qualifies for the waiver applicable to regularly enrolled
incarcerated students.

This limitation on the number of regularly enrolled incarcerated students
may be waived for nonprofit schools that offer two-year associate degree
and/or four-year bachelor's degree programs.

If all of the school's programs are two-year associate degree and/or four-
year bachelor degree programs, the waiver applies to the entire school.

However, if the school offers other types of educational programs, the

waiver extends to the school's other programs only if at least 50 percent of

the incarcerated regular students complete the programs.
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For any award year, to obtain the completion rate of a school's incarcerated
regular students enrolled in educational programs other than an associate or
a bachelor's degree program, the school must:

(1) Calculate:

Number of incarcerated regular students enrolled in the other programs

Number of students who withdraw/are expelled and receive a 100% refund

Number of students still enrolled at the end of the award year

= Number of incarcerated regular students not enrolled at the end of the award year

(2) Determine the number of regular incarcerated students who obtained a degree,
certificate, or other recognized education credential.

(3) Calculate:

Number of students in (2)

Number of incarcerated regular students not enrolled
at the end of the award year in the other programs

December 22, 1994 jJ TG 2 - 43



Additional Requirements Applicable to a School's Use of a Third-Party
Servicer

Eligibility of a Third-Party Servicer to Contract With Schools

A school may not contract with a particular third-party servicer to
administer any aspect of its participation in a Title IV program if any of the
following conditions exist:

1. Within the preceding five years, that servicer:

a. Failed to submit required audit reports in a timely
manner; or

b. Has been limited, suspended, or terminated by ED.
Special conditions apply to a servicer that was
terminated. These conditions are described in Section
668.25(d)(2) of the Student Assistance General Provisions
regulations.

2. During the servicer's two most recent Title IV audits, the
servicer was required to repay an amount that was greater
than 5 percent of the Title IV funds it administered for any
award year.

An individual or organization that does not meet any of the above
prohibitions may contract with a school to administer the school's
participation in the Title IV programs, but only to the extent that the
servicer's eligibility to administer a Title IV program has not been limited,

suspended, or terminated by ED.

In the contract that a must establish with a third-party servicer, the

servicer must agree to:

1. Comply with all requirements governing the administration of
the Title IV programs, including the requirement to use Title

Si
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IV program funds and any earnings on those funds solely for
the purposes specified and in accordance with that program;

2. Refer to ED's Office of Inspector General any information that
indicates the school may be engaged in fraud or other criminal
misconduct in administering the Title IV programs;

3. Be jointly and severally liable with the school for the servicer's
violations of Title IV program requirements;

4. Confirm the student's eligibility before disbursing or delivering
Title IV funds, if the servicer disburses Title IV funds or
delivers Federal Stafford Loan proceeds;

5. Calculate and pay any refund or repayment due according to
regulatory requirements, if the servicer disburses Title IV funds
or delivers Federal Stafford Loan proceeds; and

6. Return all Title IV funds and records used in administering the
Title IV programs if:

a. The servicer or school terminates the contract; or

b. The servicer stops providing services, goes out of
business, or files for bankruptcy.

These are minimum regulatory requirements applicable to any third-party
servicer contract. Although a school is jointly and severally liable for any
of its servicer's violations of Title IV requirements, the school may
indemnifythat is, compensateits servicer for any payment of liabili ties
the servicer must make to ED.
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Compliance Audit Requirements Applicable to a School's Third-Party
Servicer

A third-party servicer must have a full compliance audit conducted
annually of all activities it performs or is required to perform in
administering a school's participation in the Title IV programs. If an aucP.t

finding results in the payment of a liability by the servicer, the school also
is held responsible until the liability has been paid.

Furthermore, since the school is always responsible for the actions of its
third-party servicer, violations of Title IV requirements by its servicer may
subject the school to:

1. An emergency action;

2. The imposition of a fine; or

3. The limitation, suspension, or termination of its Title IV
eligibility by ED.

The third-party servicer also may be subject to these penalties for its
violation of Title IV requirements.

83
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Appendix E

Written Agreements Between Schools

Under certain conditions a school, without jeopardizing its eligibility to
participate in the Title IV programs, may enter into an agreement with an
institution that is not eligible for Title IV participation to provide a portion
of a student's educational program. The school cannot enter into an
agreement with an ineligible school or organization that:

1. Was terminated by ED; or

2. Withdrew from the Title IV programs under a proceeding
initiated by:

a. ED; or

b. The institution's state licensing agency, accrediting
agency, guaranty agency, or State Postsecondary Review
Entity.

The portion of the student's program that the ineligible institution may
provide is limited to 25 percent of the student's program. However, the
ineligible institution may provide up to 50 percent of the student's program
if:

1. The school and the ineligible institution are not owned or
controlled by the same entity; and

2. The agreement to provide a portion of the student's
educational program is approved by the school's:

a. Nationally recognized accrediting agency; or

b. Recognized state agency, if the school is a postsecondary
vocational educational institution.

Q IqL)
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Regardless of whether the other institution is eligible or ineligible, the
school must give credit to the student for the work completed at the other
institution on the same basis as if the school had provided the courses
itself.

That is, if the grade(s) the student received for the course work completed
at the other institution would count for credit at the school, the school must
give the student credit for the completed course work. The school,
however, is not required to factor into the student's grade point average
any grades the student received from the other institution.

Schools should note that under the Federal Pell Grant Program additional
requirements apply to written agreements between eligible institutions. If

the student is eligible for a Federal Pell Grant, the written agreement must
indicate which school is responsible fcr paying the grant. The school
assuming responsibility for payment of the Federal Pell Grant also must
retain all records related to the student's eligibility and receipt of the grant.
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SESSION #3

Calculation of Federal Pell Grant Awards

Session Objectives

Trainees will be able to:

1. Identify the factors used in determining the amount of a student's Federal Pell

Grant award;

2. Identify the different formula types used for calculating Federal Pell Grants;

3. Explain the steps in calculating Federal Pell Grants; and

4. Describe variations in the calculation of Federal Pell Grants.

Sources for Further Study

Federal Register, November 1, 1994 (final Federal Pell Grant Regulations)

Federal Student Financial Aid Handbooli, Chapter 4

INTRODUCTION

Federal Pell Grant awards for the 1995-96 award year range between $400
and $2,340. Award levels within the minimum and maximum award limits
are determined by schools, using Federal Pell Grant Payment and
Disbursement Schedules issued by the Department of Education (ED).

The annual award is:

1. The Federal Pell Grant amount a full-time student would
receive under the Payment Schedule for a full academic year;
Or

C6
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2. The amount that a three-quarter-time, half-time, or less-than-
half-time student would receive under the appropriate
Disbursement Schedule for a full academic year.

The amount of a student's Federal Pell Grant depends upon the factors
outlined in the following chart.

FACTORS DETERMINING THE AMOUNT OF
FEDERAL PELL GRANT AWARDS

Amount of student's 9-month expected family contribution (EFC)*

+ Amount of student's cost of attendance (COA) for an academic year

+ Student's enrollment status

Length of Liudent's period of enrollment

School's definition of the academic year for the student's program of study

* For the 1995-96 award year, the student's 9-month EFC must be equal to or less than $2,140.

In order to pay a Federal Pell Grant, the school must receive a valid
Student Aid Report (SAR) or a valid Institutional Student Information
Record (ISIR). The ISIR may be a paper document, or an electronic or
magnetic record transmitted to the school by the CPS.

A SAR or ISIR is "valid" if the information the CPS used to calculate the
EFC was accurate and complete as of the date the student's application was
signed. Any corrections must reflect accurate information. A professional
judgment adjustment also must be based on accurate applicant data.

Beginning with the 1995-96 award year, neither the SAR nor ISIR need be
signed. However, the student's application must be signed by the student,
and, if dependent, by at least one parent. If corrections are made, the
documentation on which the corrections were based also must contain the
appropriate signatures.

8 V
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If a school transmits any applicant data during the 1995-96 award year
through the Electronic Data Exchange ;(EDE) to the CPS, the school must
provide the student with a copy of the resulting ISIR.

1995-96 will be the last award year in which the CPS will print paper
payment vouchers with SARs. Beginning with the 1996-97 award year, all
Federal Pell Grant payment information must be submitted to ED in
magnetic or electronic format.

CALCULATING FEDERAL PELL GRANT AWARDS

One of five formulas is used to calculate the student's Federal Pell Grant
award and payments. The choice of formula depends upon the structure
and length of the student's program of study.

For term-based programs, the Federal Pell Grant Program distinguishes
between programs using standard or nonstandard terms. A standard term
is defined as a semester, a trimester, or a quarter.

Formula 1: A standard-term, credit-hour program.

1. At least 12 credit hours are required each term in the award
year for full-time status;

2. The terms do not overlap;

3. The program uses an academic calendar that includes:

a. Two semesters or trimesters (fall and spring); or

b. Three quarters (fall, winter, and spring).

4. The terms in the academic year equal:

a. At least 30 weeks of instructional time; or
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b. At least 26 or more weeks of instructional time if the
program has been granted an ED waiver of the
minimum 30-week academic year requirement.

Formula 2: A standard-term, credit-hour program.

1. At least 12 credit hours are required each term in the award
year for full-time status;

2. The terms do not overlap;

3. The program uses an academic calendar that includes:

a. Two semesters or trimesters (fall and spring); or

b. Three quarters (fall, winter, and spring).

4. The terms in the academic year equal fewer than 30 weeks,
and the program was not granted an ED waiver of the minimum
30-week academic year requirement.

Formula 3: Any term-based, credit-hour program.

1. If an intersession is offered between two semesters, quarters, or
trimesters, the student's Federal Pell Grant award and
payments may be calculated:

a. Under Formula 1 and Formula 2; or

b. Under Formula 3.

2. To apply Formula 1 or Formula 2 to a semester-, trimester-, or
quarter-based program using an intersession:

a. The intersession must be added to one of the standard
terms;

8 9
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b. The resulting standard terms must meet all other
Formula 1 or Formula 2 requirements;

c. The student's hours in the intersession must be used in
determining the student's enrollment status for the
payment period of the combined terms; and

d. All students enrolled in the same program must be
treated in the same way.

Formula 4: A clock-hour program, or a credit-hour program without terms.

Formula 5: A correspondence component of a program of study offered by
correspondence. (If a student is enrolled in a period of residential training,
or in a combination of regular and correspondence course work, the
student's payment is calculated according to Formula 3 or Formula 4.)

There are five basic steps in each formula:

1. Determine enrollment status;

2. Calculate the Federal Pell Grant COA;

3. Determine the annual award;

4. Determine the payment periods; and

5. Calculate the payment for a payment period.
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STEPS IN CALCULATING FEDERAL PELL GRANT AWARDS

Formula 1: Standard-Term, Credit-Hour Programs
30 weeks of instructional time or ED waiver applies

Enrollment for at least 12 credit hours each term requved for full-time status
Program terms do not overlap
Academic calendar includes:
- 2 semesters/trimesters (fall and spring); or
- 3 quarters (fall, winter, and spring)
Fall through spring terms equal at least 30 weeks of instructional time, or at least 26 weeks of instructional
time if the program was granted a waiver of the minimum 30-week academic year requirement

STEP 1: Determine Enr011ment Status

Full-time, 3/4-time, 1/2-time, or less than 1/2-time

STEP 2: Calculate Federal Pell Grant COA

Full-time, full academic-year costs

If the student's enrollment status is full-time, the annual award is taken from the full-time Payment
Schedule (Scheduled Award). If the student's enrollment status is 3/4-time, 1/2-time, or less than

1/2-time, the annual award is taken from the appropriate part-time Disbursement Schedule.

STEP 4: Determine Payment Periods

Payment period is the academic term

STEP 5: Calculate Payment fona Payment Period

For each payment period:

Annual award

Number of payment periods in the program's definition of AY

9
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Formula 1: Standard-Term, Credit-Hour Programs with At Least 30 Weeks
of Instructional Time

Unless ED has granted the program a waiver of the minimum 30-week
academic year requirement, the academic calendar never can be fewer than
30 weeks.

Step 1: Determine Enrollment Status

For each payment period (term), the school must determine if the student is
full-time, three-quarter-time, half-time, or less than half-time. The student's
enrollment status:

1. Dictates the cost components used to calculate the student's
Federal Pell Grant COA;

2. Establishes which Payment or Disbursement Schedule is used
to determine the student's annual award; and

3. Is based on the number of credit hours for which the student
is enrolled each term.

A school may establish its own standards for determining enrollment status;
however, a school's standards must:

1. Meet the minimum regulatory requirements; and

2. Be applied consistently to all students enrolled in the sarrie
program of study.

The school's academic standard may differ from the enrollment standard
used by the financial aid office for Title IV purposes.

Example: A school defines full-time as six hours during the summer;
however, the financial aid office uses 12 hours as full-time for
all terms including the summer.
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ENROLLMENT STATUS CLASSIFICATIONS -
MINIMUM REGULATORY REQUIREMENTS*

Enrollment
Status

Full-time

3/4-time

1/2-time

Less than 1/2-tlme

Standard-TerM.
Credit-Hour
Programs

12 semester or
quarter hours
per term

9 semester or
quarter hours
per term

6 semester or
quarter hours
per term

Nonstandazti-Term &
Nonterm Credit-Hour

Programs

24 semester hours or
36 quarter hours per
academic year, or the
prorated equivalent
for a program of less
than one academic
year

Clock-Hour
Programs

24 clock hours per
week

Less than 1/2 the workload of the minimum full-Me requirement

*This chart does not apply to programs of study that are offered by correspondence.

9 3
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RULES FOR DETERMINING ENROLLMENT STATUS
WHEN STUDENT IS ENROLLED IN REGULAR

AND CORRESPONDENCE COURSE WORK

Number of Credit Hours

- e;1 dr fif#14045N.

Full-time 6 6 12

3/4-time 6 3 9

1/2-time 3 9 6

3 6 6

3 3 6

2 6 6

Less than Any combination of regular and < 6
1/2-time correspondence course work greater

than 0, but less than 6 credit hours

3L.
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Step 2: Calculate Cost of Attendance

The components used to calculate a student's Federal Pell Grani cost of
attendance (COA) are:

1. Identical to those used to calculate COA for the campus-based,
FFEL, and Direct Loan programs; and

2. Always based on costs that a full-time student would incur for
a full academic year.

If the student is enrolled less than half-time, only those cost components
allowable for less-than-half-time enrollment may be included in the Federal

Pell Grant COA. Additional restrictions apply to students who are
incarctd or enrolled in correspondence courses.

The following charts list the COA components and other requirements.

95
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COA COMPONENTS 1
As Specified By Law

v

Components ---)

Tuition and fees

\ . .

Amount Allowed

Amount normally assessed students with the same
workload. Includes mandatory fees and costs for
rental or purchase of equipment.2

Room and board Minimum allowance: $1,500 if student has no
dependents and is living with parents; actual or
average if without dependents and living in
institutionally-owned housing; and $2,500 for all others.

Books, supplies, transportation,
and miscellaneous expenses

Determined by school.

Dependent care for
independent students

Actual or average amount determined by school.
May not exceed the isser of the costs the student is
expected to incur or the costs of such care in
student's community.3

Disability-related Determined by school. May not include costs covered
by other assisting agency.4

Study abroad Determined by school.

Cooperative education program
employment-related expenses

Determined by school.

Loan fees, origination fees, or
insurance premiums charged to
students or parents on a Title IV,
federal, or other conventional
student loan .

Actual or average amount determined by school.

1 For Federal Pell Grant Program, all components of the COA are based on costs for a full-time
student for a full academic year.

2 For telecommunication courses, may not include costs of renting or purchasing equipment.
3 May be for one or more dependents and include time student is in class, studying, doing field work,

in an internship, or commuting.
4 May include costs for special services, personal assistance, transportation, equipment, and

supplies.
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OTHER STATUTORY COA REQUIREMENTS J
Components

,

Enrollment At - - iii o a -

Least Half-Time e . . -

Tu,.. II and fees Yes Yes Yes Yes

Room and board Yes No Only for required
period of
residential
training

No

Books, supplies,
transportation,
and
miscellaneous
expenses

Yes Only books,
supplies and
transportation

For required
period of
residential
training: books,
supplies and
travel

Only books and
supplies related
to course of
study

Dependent care Yes Yes No No

Disability-related Yes No No No

Study abroad Yes No No No

Cooperative
education
program
employment-
related expenses

Yes No No No

Loan fees,
origination fees,
or insurance
premiums
charged to
students or
parents on a
Title IV, federal,
or other
conventional
student loan

Yes No No No

* Incarcerated students in federal or state penal institutions are ineligible to receive any Federal

Pell Grant assistance.

91
December 22, 1994 TG 3 - 12



Step 3: Determine the Annual Award

The annual award is the amount of a Federal Pell Grant for a full academic
year that:

1. A full-time student would receive under the full-time Payment
Schedule; or

2. A three-quarter-time, half-time, or less-than-half-time student
would receive under the appropriate part-time Disbursement
Schedule.

The annual award from the full-time Payment Schedule is also called the
Scheduled Award. The Scheduled Award:

1. Is the amount of a Federal Pell Grant a full-time student may
receive for a full academic year;

2. Represents the student's maximum award for an academic
year; and

3. Changes only if there is a change in the student's Federal Pell
Grant COA or nine-month EFC.

Step 4: Determine the Payment Periods

The program's academic year is divided into payment periods. The
payment period determines:

1. When Federal Pell Grant funds are disbursed; and

2. The exact amount to be disbursed.

For standard-term, credit-hour programs, the pa'nnent period is the term.
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Step 5: Calculate the Payment for a Payment Period

:or some students, the total disbursements for all payment periods will
equal the amount of the Scheduled Award. However, the aid administrator
will not be able to pay the full amount of the Scheduled Award under
Formula 1 if:

1. A student is enrolled less than full-time;

2. A student does not attend all terms within the academic year;
Or

3. A transfer student has used part of his or her award at another
school during the award year.

A student may receive a Federal Pell Grant payment only for those terms in
which the student is enrolled. To calculate a student's payment for the
term, the school uses:

1. The annual award (or Scheduled Award) from the full-time
Payment Schedule, if the student enrolled full-time; or

2. The annual award from the Disbursement Schedule that
matches the student's enrollment status, if the student is
enrolled less than full-time.

The annual award amount is then divided by the number of payment
periods in the program's academic year. This amount is the payment for
any payment period (term) in the award year.

The sum of the expected disbursements for all payment periods in the
award year equals the amount of the student's Federal Pell Grant award for

the award year.

If the school offers a summer term in addition to the fall through spring
terms, the school may choose to distrAbute the annual award over all the

9J
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terms. That is, the annual award is divided by the number of terms in the
award year.

However, if the school chooses this alternate calculation:

1. The aid administrator must define full-time enrollment during
the summer as at least 12 credit hours;

2. The alternate calculation must be used for all students enrolled
in the same program of study;

3. The number of weeks of instructional time in the program's
academic year is increased to include the number of weeks in
the summer term; and

4. The Federal Pell Grant COA must include the costs for the
additional term.

The number of credit hours for the additional term also may be included in
the academic year defined for the student's program.

If the school does not choose to use the alternate calculation and calculates
the payment for the summer term using Formula 1, the school must ensure
that the amount of Federal Pell Grant funds that the student receives for
the award year do.s not exceed the Scheduled Award.

December 22, 1994
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STEPS IN CALCULATING FEDERAL PELL GRANT AWARDS

Formula 2: Standard-Term, Credit-Hour Programs
Fewer than 30 weeks of instructional time and ED waiver does not apply

Enrollment for at least 12 credit hours each term required for full-time status
Program terms do not overlap
Academic calendar includes:
- 2 semesters/trimesters (fall and spring); or

3 quarters (fall, winter, and spring)
Fall through spring terms are less than 30 weeks of instructional time and the program was not granted a

waiver of the minimum 30-week academic year requirement

-

Full-time, 3/4-time, 1/2-time, or less than 1/2-time

Si

(1) Full-time, full-year costs for tuition, fees, books, supplies, loan fees, loan origination fees,

and loan insurance premiums

Full-time, full-year costs for room, board, transportation, miscellaneous personal, dependent care, study

abroad, disability-related, and employment-related cooperative education program expenses must be

prorated upward to obtain costs for full academic year (AY) according to the following formula:

Weeks of instructional time in program's definition of AY*
(2) Costs X

Weeks of instructional time in the fall through spring terms

COA = (1) + (2)

*within statutory requirements

STEP 3: Determine Annual Award

If the student's enrollment status is full-time, the annual award is taken from the full-time Payment
Schedule (Scheduled Award). If the student's enrollment status is 3/4-time, 1/2-time, or less than 1/2-time,

the annual award is taken from the appropriate part-time Disbursement Schedule.

STEP 4: Determine Payment Periods

Payment period is the academic term

STEP Calculate.Payment for a Payment Period

Proration required
For each payment period:

Weeks of instructional time in the fall through spring terms

Weeks of instructional time in program's definition of AY*

OR

Annual award number of terms in the award year

Annual award X

*within statutory requirements

2 (if semesters or trimesters)
OR

3 (if quarters)
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Formula 2: Standard-Term, Credit-Hour Programs With Fewer than 30
Weeks of Instructional Time

Step 1: Determine Enrollment Status

For each payment period (term), the school must determine if the student is
full-time, three-quarter-time, half-time, or less than half-time. The student's
enrollment status:

1. Dictates the cost components used to calculate the student's
Federal Pell Grant COA;

2. Establishes which Payment or Disbursement Schedule is used
to determine the student's annual award; and

3. Is based on the number of credit hours for which the student
is enrolled each term.

A school may establish its own standards for determining enrollment status;
however, a school's standards must:

1. Meet the minimum regulatory requirements: and

2. Be applied consistently to all students enrolled in the same
program of study.

The school's academic standard may differ from the enrollment standard
used by the financial aid office for Title IV purposes.

Example: A school defines full-time as six hours during the summer;
however, the financial aid office uses 12 hours as full-time for
all terms including the summer.

The charts on Page TG 3-8 (Enrollment Status ClassificationsMinimum
Regulatory Requirements) and Page TG 3-9 (Rules For Determining
Enrollment Status When Student Is Enrolled in Regular and Correspondence
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Course work) list the minimum regulatory requirements for determining
enrollment status classifications.

Step 2: CalcuLte Cost of Attendance

The components used to calculate a student's Federal Pell Grant COA are:

1. Identical tO those used to calculate COA for the campus-based,
FFEL, and Direct Loan programs; and

2. Always based on costs that a full-time student would incur for
a full academic year.

The chart on Page TG 3-11 (COA Components) lists the components that
may be used to calculate cost of attendance.

If the student is enrolled less than half-time, only those cost components
allowable for less-than-half-time enrollment may be included in the Federal

Pell Grant COA. Additional restrictions apply to students who are
incarcerated or enrolled in correspondence courses. The chart on Page TG

3-12 (Other Statutory COA Requirements) describes these COA restrictions.

Since the student's period of enrollment for the fall through spring terms is

shorter than the statutory defini Lion of an academic year in weeks of

instructional time, those costs related to the number of weeks of
instructional time must be prorated in order to obtain the costs for a full

academic year.
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The costs that must be prorated are the full-time, full-year costs for room,
board, transportation, miscellaneous personal, dependent care, study-abroad,
disability-related, and employment-related cooperative education program
expenses. These costs are prorated using the following formula:

Weeks of instructional time in program's definition of AYCosts
Weeks of instructional time in fall through spring terms

*within statutory requirements

No proration is required of the full-time, full-year costs for tuition, fees,
books, supplies, loan fees, loan origination fees, and loan insurance
premiums.

The student's Federal Pell Grant COA is the sum of:

1. The full-time, full-year costs for tuition, fees, books, supplies,
loan fees, loan origination fees, and loan insurance premiums;
and

2. The prorated costs for the other COA components.
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PRORATING COA: STANDARD-TERM, CRED1T-HOUR PROGRAM

Example

+ A school's academic calendar consists of two 14-week semesters, fall semester and spring

semester. In order to be considered full-time, a student must enroll for at least 12 credit hours a

semester. The terms of the school's academic program do not overlap. The school was not

granted a waiver of the minimum 30-week academic year requirement for any of its academic

programs.

+ A student eligible for a Federal Pell Grant is enrolled for two 14-week semesters (fall and spring).

The school defines the academic year for the student's program as 24 semester hours and 30

weeks of instructional time. The school has determined that the student's full-time costs for the

two semesters include $2,500 tuition and fees, $6,000 room and board, $450 books and supplies,

$250 transportation, $1,200 dependent care, and $600 miscellaneous personal expenses.

+ No proration is required of the full-time, full-year costs for tuition, fees, books, and supplies.

$2,500 tuition and fees

+ 450 books and supplies

= $2,950 total

= $2,950 tuition, fees, books, and supplies

Since the number of weeks of instructional time in the fall and spring semesters is shorter than

the statutory definition of an academic year, the school must prorate the student's costs for room,

board, transportation, dependent care, and miscellaneous personal expenses as follows:

$6,000 room and board

250 transportation

1,200 dependent care

+ 600 miscellaneous personal expenses

= $8,050 total

$8,050 x
30 weeks of instructional time in academic year

28 weeks of instructional time in 2 semesters

= $8,625 prorated room, board, transportation, dependent care, and miscellaneous personal

expenses

The Federal Pell Grant COA for an academic year is $2,950 + $8,625 $11,575.
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Step 3: Determine the Annual Award

The annual award is the amount of a Federal Pell Grant for a full academic
year that:

1. A full-time student would receive under the full-time Payment
Schedule; or

2. A three-quarter-time, half-time, or less-than-half-time student
would receive under the appropriate part-time Disbursement
Schedule.

The annual award from the full-time Payment Schedule is also called the
Scheduled Award. The Scheduled Award:

1. Is the amount of a Federal Pell Grant a full-time student may
receive for a full academic year;

2. Represents the student's maximum award for an academic
year; and

3. Changes only if there is a change in the student's Federal Pell
Grant COA or nine-month EFC.

Step 4: Determine the Payment Periods

The program's academic year is divided into payment periods. The
payment period determines:

1. When Federal Pell Grant funds are disbursed; and

2. The exact amount to be disbursed.

For standard-term, credit-hour programs, the payment period is the term.
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Step 5: Calculate the Payment for a Payment Period

For some students, the total disbursements for all payment periods will
equal the amount of the Scheduled Award. However, the aid administrator
will not be able to pay the full amount of the Scheduled Award under

Formula 2 if:

1. A student is enrolled less than full-time;

2. A student does not attend all terms within the academic year
(in Formula 2, a student would have to enroll for more than

two semesters or trimesters, or three quarters, to receive all of

the Scheduled Award); or

3. A transfer student has used part of his or her award at another
school during the award year.

A student may receive a Federal Pell Grant payment only for those terms,

or payment periods, in which the student is enrolled. To calculate a
student's payment for the term, the school uses:

1. The annual award (or Scheduled Award) from the full-time

Payment Schedule, if the student is enrolled full-time; or

2. The annual award from the Disbursement Schedule that

matches the student's enrollment status, if the student is
enrolled less than full-time.

Since the fall through spring terms total less than 30 weeks of instructional

time and are shorter than the statutory definition of an academic year, the

school must prorate the amount of the annual award as follows:

Weeks of instructional time in the fall through spring terms
Annual award x Weeks of instructional time in the program's definition of AY*

within statutory requirements
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The school then divides the prorated annual award calculated above by the
number of payment periods in the program's academic year. This amount
is the payment for any payment period (term) within the award year.

The sum of the expected disbursements for all payment periods in the
award year equals the amount of the student's Federal Pell Grant award for
the award year.

PRORATION OF SCHEDULED AWARD:
STANDARD-TERM, CREDIT-HOUR PROGRAM

+ A school's academic calendar consists of two 14-week semesters, fall and spring. In
order to be considered full-time, a student must enroll for at least 12 credit hours a
semester. The terms do not overlap. None of the school's programs were granted
an ED waiver of the minimum 30-week academic year requirement.

+ During the award year Alan is enrolled half-time for two 14-week semesters (fall and
spring). The school defines the academic year for Alan's program of study as 24
semester hours and 30 weeks of instructional time. His annual award (taken from the
half-time Disbursement Schedule) is $825. Since the number of weeks of
instructional ime in the academic year for Alan's period of enrollment is shorter than
30 weeks, his annual award must be prorated. The payment for each payment
period is calculated as follows:

28 weeks of instructional time in fall and spring terms
$825 x ÷ 2 = $385

30 weeks of instructional time in an academic year

s
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If the school offers a summer term in addition to the fall through spring
terms, the school may choose to distribute the annual award over all the
terms. That is, the annual award is divided by the number of terms in the

award year.

However, if the school chooses this alternate calculation:

1. The aid administrator must define full-time enrollment during
the summer as at least 12 credit hours;

2. The alternate calculation must be used for all students enrolled

in the same program;

3. The number of weeks of instructional time in the program's
academic year is increased to include the number of weeks in

the summer term; and

4. The Federal Pell Grant COA must include the costs for the

additional term.

The number of credit hours for the additional term also may be included in

the academic year defined for the student's program.

If the school does not choose to use the alternate calculation and calculates

the payment for the summer term using Formula 2, the school must ensure

that the amount of Federal Pell Grant funds that the student receives for

the award year does not exceed the Scheduled Award.
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STEPS IN CALCULATING FEDERAL PELL GRANT AWARDS

Formula 3: Any Term-Based, Credit-Hour Programs
May include those described by Formulas 1 and 2

STEP 1: Determine Enrollment Status

Full-time, 3/4-time, 1/2-time, or less than 1/2-time

0 A

Full-time, full academic year costs
If a student's program of study or enrollment period is longer or shorter than the statutory definition of
an academic year (AY), full-time full-year costs are prorated upward (or downward) using the following
formulas:

For tuition, fees, books, supplies, loan fees, loan origination fees, and loan insurance premiums:

Hours in program's definition of AY*
(1) Costs X

Hours in AY for student's program of study

For room, board, transportation, miscellaneous personal, dependent care, study abroad,
disability-related, and employment-related cooperative education program expenses:

2 Weeks of instructional time in program's definition of AY*() Costs X
Weeks of instructional time in the terms to which the costs apply

COA = (1) + (2)

*within statutory requirements

STEP 3: Determine AnnualcAward

If student's enrollment status is full-time, the annual award is taken from the full-time Payment Schedule
(Scheduled Award). If the student's enrollment status is 3/4-time, 1/2-time, or less than 1/2-time, the
annual award is taken from the appropriate part-time Disbursement Schedule.

Payment period is the academic term.

STEP.5: Calculate'PayMent for a Payment Period.

For each payment period:

Annual award X
Weeks of instructional time in the term

Weeks of instructional time in program's definition of AY*

A single disbursement may not exceed 50% of the annual award.

*within statutory requirements
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Formula 3: Any Term-Based, Credit-Hour Programs (including those
described by Formulas 1 and 2)

Step 1: Determine Enrollment Status

For each payment period (term), the school must determine if the student is
full-time, three-quarter-time, half-time, or less than half-time. The student's
enrollment status:

1. Dictates the cost components used to calculate the student's
Federal Pell Grant COA;

2. Establishes which Payment or Disbursement Schedule is used
to determine the student's annual award; and

3. Is based on the number of credit hours for which the student
is enrolled each term.

If the school has standard terms (i.e., semesters, trimesters, or quarters), the
school tr.-,y establish its own standards for determining enrollment status;
however, the school's standards must:

1. Meet the minimum regulatory requirements; and

2. Be applied consistently to all students enrolled in the same
program of study.

The charts on Page TG 3-8 (Enrollment Status ClassificationsMinimum
Regulatory Requirements) and Page TG 3-9 (Rules For Determining
Enrollment Status When Student Is Enrolled in Regular and Correspondence
Course Work) list the minimum regulatory requirements for determining
enrollment status classifications.

in
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If a school's academic calendar contains nonstandard terms (i.e., terms that
are not semesters, trimesters, or quarters):

1. The full-time enrollment status for the nonstandard term is
determined by the following formula:

Credit hours
in the

academic year

Weeks of instructional time in the nonstandard term

Weeks of instructional time in program's definition of AY

If the resulting number is not a whole number, it is rounded up to the next
whole number.

2. The less-than-full-time status for the nonstandard term is
determined using the following formula:

Credit hours student takes in the nonstandard term

Credit hours required for full-time status in the nonstandard term

The resulting fraction is then matched with the appropriate less-than-full-
time status classification. The fraction must equal or exceed the
classification. For example, two-thirds would be half-time status.

1 2
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DETERMINING ENROLLMENT STATUS:
NONSTANDARD-TERM, CREDIT-HOUR PROGRAM

Example

+ The academic calendar for a student's program of study consists of four 8-week terms.
The school defines the program's academic year as 24 semester hours and 32 weeks of
instructional time. A full-time student is expected to complete at least 24 semester hours

during an academic year.

+ A student enrolls for four semester hours during the first 8-week term and for six
semester hours during each of the remaining 8-week terms.

+ The minimum number of semester hours required for full-time status during each of the
8-week nonstandard terms is calculated as follows:

24 semester hours
8 weeks

32 weeks
= 6 semester hours

+ The student's enrollment status for the first 8-week nonstandard term is calculated as

follows:

4 semester hours
6 semester hours

+ Thus, the student's enrollment status for the first 8-week nonstandard term is half-time.

+ The student's enrollment status for each of the three remaining 8-week nonstandard
terms is calculated as follows:

6 semester hours
6 semester hours

+ Thus, the student's enrollment status for each of the three remaining 8-week
nonstandard terms is full-time.
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Step 2: Calculate Cost of Attendance

The components used to calculate a student's Federal Pell Grant COA are:

1. Identical to those used to calculate COA for the campus-based,
FFEL, and Direct Loan programs; and

2. Always based on costs that a full-time student would incur for
a full academic year.

The chart on Page TG 3-11 (COA Components) lists the components that
may be used to calculate COA.

If the student is enrolled less than half-time, only those cost components
allowable for less-than-half-time enrollment may be included in the Federal
Pell Grant COA. Additional restrictions apply to students who are
incarcerated or enrolled in correspondence courses. The chart on Page
TG 3-12 (Other Statutory COA Requirements) describes these COA
restrictions.

If the student's period of enrollment is shorter or longer than the statutory
definition of an academic year, the student's costs must be prorated in
order to obtain the costs for a full academic year.

To prorate the COA, the aid administrator must perform two calculations
relating the length of the school's academic year to the length of the
student's period of enrollment.

1. One calculation is used to prorate costs associated with credit
hours; and

2. The other calculation is used to prorate costs associated with
length of enrollment or instructional time.
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The student's full-time costs are prorated as follows:

1. For tuition, fees, books, supplies, loan fees, loan origination
fees, and loan insurance premiums:

Costs x
Credit hours in program's definition of academic year*

Credit hours in student's program of study

*within statutory requirements

2. For room, board, transportation, miscellaneous personal,
dependent care, study-abroad, disability-related, and
employment-related cooperative education program expenses:

Weeks of instructional time in program's definition of AY*
Costs x

Weeks of instructional time in the terms to which the costs apply

within statutory requirements

The student's Federal Pell Grant COA is the sum of the prorated costs.

Step 3: Determine the Annual Award

The annual award is the amount of a Federal Pell Grant for a full academic
year that:

1. A full-time student would receive under the full-time Payment
Schedule; or

2. A three-quarter-time, half-time, or less-than-half-time student
would receive under the appropriate part-time Disbursement
Schedule.
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The annual award from the full-time Payment Schedule is also called the
Scheduled Award. The Scheduled Award:

1. Is the amount of a Federal Pell Grant a full-time student may
receive for a full academic year;

2. Represents the student's maximum award for an academic
year; and

3. Changes only if there is a change in the student's Federal Pell
Grant COA or nine-month EFC.

Step 4: Determine the Payment Periods

The program's academic year is divided into payment periods. The
payment period determines:

1. When Federal Pell Grant funds are disbursed; and

2. The exact amount to be disbursed.

For standard-term and nonstandard-term, credit-hour programs, the
payment period is the term.

Step 5: Calculate the Payment for a Payment Period

For some students, the total disbursements for al] payment periods will
equal the amount of the Scheduled Award. However, the aid administrator
will not be able to pay the full amount of the Scheduled Award under
Formula 3 if:

1. A student is enrolled less than full-time;

2. A student does not attend all terms within the academic year;
or
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3. A transfer student has used part of his or her award at another
school during the award year.

A student may receive a Federal Pell Grant payment only for those terms in
which the student is enrolled. To calculate a student's payment for the
term, the school uses:

1. The annual award (or Scheduled Award) from the full-time
Payment Schedule, if the student is enrolled full-time; or

2. The annual award from the Disbursement Schedule that
matches the student's enrollment status, if the student is
enrolled less than full-time.

The payment for a payment period is calculated by the following formula:

Annual x
award

Weeks of instructional time in the term

Weeks of instructional time in program's definition of AY*

*within statutory requirements

If the payment for the payment period is greater than 50 percent of the
annual award, the school must make the payment in at least two
disbursements. A single disbursement may never be more than 50 percent
of the annual award.

The sum of the expected disbursements for all payment periods equals the
amount of the student's Federal Pell Grant award for the award year.
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STE1DS IN CALCULATING FEDERAL PELL G RANT AWARDS

Formula 4: Clock-Hour Programs and Credit-Hour Programs without Terms

STE0 : Determine Enrollment Status

At least 1/2-time or less than 1/2-time

Full-time, full academic year costs
If the academic year for student's program of study or enrollment period is longer or shorter than the
statutory definition of an academic year (AY), full-time full-year costs are prorated upward (or
downward) according to the following formulas:

For tuition, fees, books, supplies, loan fees, loan origination fees, and loan insurance premiums:

Hours in program's definition of AY*
(1) Costs X

Hours in student's program of study

For room, board, transportation, miscellaneous personal, dependent care, study abroad,
disability-related, and employment-related cooperative education program expenses:

2
Weeks of instructional time in program's definition of AY*() costs X

Weeks of instructional time in the enrollment period to which the costs apply

COA = (1) + (2)

*within statutory requirements

STEP 3: Determine 1nnual Award

Always taken from Full-time Payment Schedule (Scheduled Award)

STEP 4:

For nonterm programs:
Minimum of 2 equal payment periods required for programs shorter than an academic year, or 2 equal
payment periods in each academic year for programs longer than or equal to an academic year
Length of payment period measured in credit or clock hours
(1) Program shorter than an academic year:

Payment period = time it takes a full-time student to complete 1/2 of the program in credit or
clock hours

(2) Program = an academic year:
Payment period = time it takes a full-time student to complete 1/2 of the academic year in
credit or clock hours

(3) Program longer than an academic year:
First and second payment periods same as (2) above
Subsequent full academic years same as (2) above
If the remaining portion of the program is shorter than an academic year, each payment period
is either 1/2 the academic year or the time it takes a full-time student to complete the
remaining hours in the program, whichever is completed first.

For term-based, clock-hour programs:
Payment period is the academic term, but extends for as long as it takes the student to complete the
clock hours for which payment has been made.
If the payment period extends into another term:

Subsequent payment period consists of only those hours not included in the previous term
Remaining clock hours are accounted for by an additional payment period at the end of the student's
program of study

Steps continued on next page
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Continued

STEPS 1N ALCULATINGTEDERAL PELL GRANT AWARDS

Formula 4: Clock-Hour Programs and Credit-Hour Programs without Terms

°

Only full-time Payment Schedule used
For each payment period:

(1) Annual award x the lesser of:

Weeks of instructional time for a full-time student to complete hours in program or AY
Weeks of instructional time in program's definition of AY`

OR

One (1)

(2) The results of (1) are then multiplied by:

Hours in a payment period
Hours in program's definition of AY*

A single disbursement may not exceed 50% of the annual award.

*within statutory requirements
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Formula 4: Clock-Hour Programs and Credit-Hour Programs Without
Terms

Step 7: Determine Enrollment Status

Schools must determine if the student is enrolled:

1. At least half-time; or

2. Less than half-time.

The student's enrollment status:

1. Dictates the cost components used to calculate the student's
Federal Pell Grant COA; and

Is based on the number of credit or clock hours for which the
student is enrolled.

A school may establish its own standards for determining enrollment status;
however, the school's standards must:

1. Meet the minimum regulatory requirements; and

, 2. Be applied consistently to all students enrolled in the same
program of study.

The charts on Page TG 3-8 (Enrollment Status ClassificationsMinimum
Regulatory Requirements) and Page TG 3-9 (Rules For Determining
Enrollment Status When Student Is Enrolled in Regular and Correspondence
Course Work) list the minimum regulatory requirements for determining
enrollment status classifications.
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Step 2: Calculate Cost of Attendance

The components used to calculate a student's Federal Pell Grant COA are:

1. Identical to those used to calculate COA for the campus-based,
FFEL, and Direct Loan programs; and

2. Always based on costs that a full-time student would incur for
a full academic year.

The chart on Page TG 3-11 (COA Components) lists the components that
may be used to calculate COA.

If the student is enrolled less than half-time, only those cost components
allowable for less-than-half-time enrollment may be included in the Federal
Pell Grant COA. Additional restrictions apply to students who are
incarcerated or enrolled in correspondence courses. The chart on Page TG
3-12 (Other Statutory COA Requirements) describes these COA restrictions.

If the student's period of enrollment is shorter or longer than the statutory
definition of an academic year, the student's costs must be prorated in
order to obtain the costs for a full academic year.

To prorate the COA, the aid administrator must perform two calculations
relating the length of the school's academic year to the length of the
student's period of enrollment.

1. One calculation is used to prorate costs associated with credit
or clock hours; and

2. The other calculation is used to prorate costs associated with
length of enrollment or instructional time.
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A student's full-time costs are proiated using the following formulas:

1. For tuition, fees, books, supplies, loan fees, loan origination
fees, and loan insurance premiums:

Costs x
Credit/clock hours in program's definition of academic year*

Credit/clock hours in student's program of study

*within statutory requirements

2. For room, board, transportation, miscellaneous personal,
dependent care, study-abroad, disability-related, and
employment-related cooperative education program expenses:

Costs x
Weeks of instructional time in the enrollment period to which the costs apply

Weeks of instructional time in program's definition of academic year*

.
within statutory requirements

The student's Federal Pell Grant COA for the academic year is the sum of
the prorated costs.

I (:, 2
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PRORATING COA: NONTERM, CLOCK-HOUR PROGRAM

+ A student is enrolled in a 25-week, 750-clock-hour program, with the following costs: $3,000
tuition and fees, $2,500 room and board, $300 books and supplies, $200 transportation, and
$400 miscellaneous personal expenses. (The school defines this program's academic year as
900 clock hours and 30 weeks of instructional time.)

+ In this example, the student's program of study is shorter than the statutory definition of an
academic year; therefore, the school must prorate the student's Federal Pell Grant COA upward
as follows:

$3,000 tuition and fees

+ 300 books and supplies

= $3,300 total

900 clouk hours in academic year
$3,300 x

750 clock hours in program

$3,960 prorated tuition, fees, books, and supplies

$2,500 room and board

+ 200 transportation

+ 400 miscellaneous personal expenses

= $3,100 total

$3,100 x
30 weeks of instructional time in academic year

25 weeks of instructional time in program

= $3,720 prorated room, board, transportation, and miscellaneous personal expenses

+ The prorated Federal Pell Grant COA is $3,960 + $3,720 = $7,680.
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Step 3: Determine the Annual Award

The annual award is the amount of a Federal Pell Grant for a full academic
year that a full-time student would receive under the full-time Payment
Schedule.

The annual avard from the full-time Payment Schedule is also called the
Scheduled Award. The Scheduled Award:

1. Is the amount of a Federal Pell Grant a full-time student may
receive for a full academic year;

2. Represents the student's maximum award for an academic
year; and

3. Changes only if there is a change in the student's Federal Pell
Grant COA or nine-month EFC.

Step 4: Determine the Payment Periods

The program's academic year is divided into payment periods. The
payment period determines:

1. When Federal Pell Grant awards are disbursed; and

2. The exact amount to be disbursed.

For nonterm programs, the school must define, in writing, the payment
periods as measured in clock or credit hours. The payment periods must
meet the following minimum regulatory requirements. There must be at
least:

1. Two equal payment periods for programs that are shorter than
an academic year; or

124December 22, 1994 TG 3 - 39



2. Two equal payment periods in each academic year for
programs that are longer than an academic year.

If the program of study is:

1. Shorter than an academic year, each payment period is the period
of time in which the student completes the number of credit or
clock hours representing one-half of the program.

2. Equal to, or longer than, an academic year:

a. Each payment period is the period of time in which the
student completes the number of credit or clock hours
representing one-half of the academic year.

b. If the number of credit or clock hours to be completed
in the final academic year is shorter than the academic
year, each payment period is the period of time in which
the student completes either one-half the academic year
or the remaining hours in the program, whichever is

shorter.

A school may establish more frequent payment periods for its programs of

study, but the payment periods must be equal in number of credit or clock

hours, except that a final payment period in a program may be silorter than

the other payment periods.

The payment period ends when the student has completed all the credit or

clock hours in the payment period. Since the length of a payment period

(measured in weeks of instructional time) is based on what a full-time

student is expected to complete, part-time students will take longer than
full-time students to complete each payment period. However, for

calculating a payment for a payment period, the weeks of instructional time

used in the formula will remain the same.
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EXAMPLES -OF MINIMUM REGULATORY REQUIREMENTS FOR
DETERMINING THE PAYMENT PERIOD: NONTERM PROGRAMS

Example A

+ Andrea is enrolled in a 600-clock-hour program of study. The school defines
the program's academic year as 900 clock hours and 30 weeks of instructional
time.

Since Andrea's program is shorter than an academic year, the two payment
periods would be based on the length of her program in clock hours.

Each payment period is one-half of the program, or 300 clock hours.

Example B

Bill is enrolled in a 900-clock-hour program of study. The school defines the
program's academic year as 900 clock hours and 30 weeks of instructional
time.

Since the length of Bill's program is equal to an academic year, the two
payment periods would be based on the length of the academic year as
measured in clock hours.

Each payment period is one-half of an academic year as measured in clock
hours, or 450 clock hours.

Example C

Charles is enrolled in a 1,200-clock-hour program of study. The school defines
the program's academic year as 900 clock hours and 30 weeks of instructional
time.

In this example, Charles' program of study is longer than one academic
year, but shorter than two academic years.

Each of the two payment periods in the first academic year is 450 clock
hours.

After the first year, less than a full academic year in clock hours remains in
the program (300 clock hours).

The third and final payment period is the remaining 300 clock hours.
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For term-based (standard or nonstandard) clock-hour programs, the
payment period is the academic term. However, the student must complete
all clock hours scheduled for that term before receiving any more Federal
Pell Grant funds.

If a student has not completed all clock hours scheduled for a term:

1. The payment period extends beyond that term for as long as it
takes the student to complete the originally-scheduled clock
hours.

2. The next payment period will consist of the clock hours that
were scheduled in that term minus the clock hours completed
in that term that belonged to the prior term.

3. The remaining clock hours in the program or academic year
will shift to an additional payment period at the end of the
student's program of study.

12?
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DETERMINING PAYMENT PERIODS:
TERM-BASED, CLOCK-HOUR PROGRAMS

.0. A student is expected to complete a 1,200-clock-hour program over
four terms, as follows:

300 clock hours during first term

300 clock hours during second term

300 clock hours during third term

300 clock hours during fourth term

.0. However, the student completes the program in the following manner:

300 clock hours during first term

275 clock hours during second term

300 clock hours during third term

300 clock hours during fourth term

25 clock hours during fifth term
Total 1,200 clock hours

.0. In this case, since the second payment period extended into the third
term, the payment periods are recalculated as follows:

1st payment period 300 clock hours

2nd payment period = 275 clock hours
3rd payment period = 300 clock hours (no additional payment for 25

hours carried over from second term)
4th payment period = 300 clock hours
5th payment period = 25 clock hours
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Step 5: Calculate the Payment For a Payment Period

For some students, the total disbursements for all payment periods will
equal the amount of the Scheduled Award. However, the aid administrator
will not be able to pay the full amount of the Scheduled Award under
Formula 4 if:

1. The student's program of study or period of enrollment is
shorter than the statutory definition of an academic year;

2. A transfer student has used part of his or her award at another
school during the award year; or

3. The student is enrolled less than full-time.

For clock-hour programs or credit-hour programs without terms, only the
full-time Payment Schedule is used to calculate the student's payment for a
payment period.

The payment for the payment period is calculated by performing the
following two calculations:

1. Annual award x the lesser of:

Weeks of Instructional time for a full-time student to complete hours in the program or AY

Weeks of instructional time in program's definition of AY*

*within statutory requirements
OR

One (1)

2. Multiply the resulting amount from the above calculation by the following fraction:

Credit/clock hours in a payment period

Credit/clock hours in program's AY*

"within statutory requirements

This is the payment for a payment period.
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For term-based clock-hour programs, a single disbursement may never be
more than 50 percent of the annual award.

The sum of the expected disbursements for all payment periods in the
award year equals the amount of the student's expected Federal Pell Grant
award for the award year.

1TRORATION OF SCHEDULED AWARD: NONTERM, CLOCK-HOUR PROGRAM

Example

+ Drew is expected to complete a 720-clock-hour program over 24 weeks of instructional time as a
full-time student. The school defines the program's academic year as 900 clock hours and 30
weeks of instructional time. Each of the payment periods for Drew's program is 360 clock hours.
Drew's Scheduled Award is $1,850. The school calculates the expected disbursement for each
term as follows:

1. First the school must determine the lesser of the two fractions to be used in the formula. In
this case, the number of weeks of instructional time for a full-time student to complete the
hours in the program is less than the number of weeks in the academic year. Therefore, the
lesser fraction is:

24 weeks in the program

30 weeks in an academic year

4$1,850 x 5 = $1,480

4

5

2. Since this fraction is less than 1, the school uses the $1,480 calculated above to calculate the
payment for each payment period.

$1,480 x
900 clock hours

360 clock hours $592 payment for each
payment period

+ The total disbursements for the award year equal $1,184 (i.e., $592 times two payment periods).
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STEPS IN CALCULATING FEDERAL PELL GRANT AWARDS

Formula SA: Programs of Study by Correspondence
Nonterm Correspondence Component

STEP 1: Determine Enrollment Stafus

Enrollment status is never more than 1/2-time

STEP 2: Calculate Federal- Pell Grant COA:

Full-time, full academic year costs (for applicable components)
If the student's program of study or enrollment period is longer or shorter than the program's definition

of an academic year (AY), full-time costs are prorated upward (or downward) according to the following

formula:
For tuition and fees:

Costs X
Hours in program's definition of AY*

Hours in student's program of study

*within statutory requirements

Annual award taken from 1/2-time Disbursement Schedule

STEP 4: Determine Payment Periods

First payment period is the period of time in which the student completes the lesser of the first 1/2 of the

academic year or the first 1/2 of the program. (1st payment may be made only after the student has

completed 25% of lessons or otherwise completed 25% of the work scheduled, whichever comes last.)

Second payment period is the period of time in which the student completes the lesser of the second 1/2

of the academic year or the first 1/2 of the program. (2nd payment may be made only atter 75% of

lessons have been submitted or otherwise completed 75% of the work scheduled, whichever comes last.)

STEP 5: Calculate Payment for a .Payment Period

Multiply annual award from 1/2-time Disbursement Schedule by lesser of:

(1)
Weeks of instructional time to complete the lesser of program or AY

Weeks of instructional time in program's definition of AY'

OR

One (1)

(2) The results of (1) are then multiplied by:

Hours in the payment period
Hours in program's AY

'within statutory requirements
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Formula 5: Programs of Study by Correspondence

Formula 5 must be used to calculate the Federal Pell Grant award for a
student enrolled only in a correspondence study component. (Formula 3 or
4 must be used if the student is enrolled in a required period of residential
training.)

For nonterm correspondence programs, the number of weeks of
instructional time in the program's academic year is equal to the number of
weeks in the written schedule for the submission of lessons. Each week
must reflect a workload of at least 12 hours of preparation by the student.

Step 1: Determine Enrollment Status

A student enrolled only in a correspondence component of a nonterm
academic program is always considered to be enrolled half-time for
purposes of calculating the student's Federal Pell Grant award and
payments.

Step 2: Calculate Cost of Attendance

The costs used to calculate the Federal Pell Grant COA for a
correspondence component are:

1. Restricted to tuition and fees; and

2. Always based on costs that the correspondence student would
incur full-time for a full academic year.

If the student's period of enrollment is shorter or longer than the statutory
definition of an academic year, the student's tuition and fees costs must be
prorated in order to obtain the costs for a full academic year.
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These costs are prorated using the following formula:

Tuition
and fees

Hours in program's definition of an academic year*

*within statutory requirements

Hours in student's prcgram of study

This prorated COA must be used when determining the amount of the

student's annual award.

Step 3: Determine the Annual Award

The annual award for a nonterm correspondence program is the amount of

a Federal Pell Grant for a full academic year that the student would receive
under the half-time Disbursement Schedule. In this situation, the annual

award from the half-time Disbursement Schedule:

1. Represents the student's maximum award for the academic
year; and

2. Changes only if there is a change in the student's nine-month
EFC.

Step 4: Determine the Payment Periods

The correspondence program's academic year is divided into payment

periods. The payment period determines:

1. When Federal Pell Grant awards are disbursed; and

2. The exact amount to be disbursed.
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For nonterm correspondence programs, the payment periods must meet the
following minimum regulatory requirements. There must be at least two
equal payment periods.

1. The first payment period is the period of time in which the
student completes the lesser of the first half of:

a. The academic year; or

b. The student's program of study.

2. The second payment period is the period of time in which the
student completes the lesser of the second half of:

a. The academic year; or

b. The student's program of study.

For nonterm correspondence programs, the school may not pay a student:

1. For the first payment period until the student has completed
and submitted 25 percent of the lessons scheduled for that
payment period; and

2. For the second payment period until the student has completed
and submitted 75 percent of the lessons scheduled for that
payment period.

Step 5: Calculate the Payment For a Payment Period

For a student enrolled in a nonterm correspondence program, only the half-
time Disbursement Schedule is used to calculate the student's payment for a
payment period.
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The payment for each payment period is calculated by performing the

following two calculations:

. Annual award x the lesser of:

Weeks of instructional time to complete the lesser of hours in 'the program or AY

Weeks of instructional time in program's definition of AY*

*within statutory requirements
OR

One (1)

2. Multiply the resulting amount from the above calculation by the following fraction:

Hours in the payment period

Hours in program's definition of AY*

*within statutory requirements

This is the payment for a payment period.

The sum of the expected disbursements for all the student's payment

periods equals the amount of the student's expected Federal Pell Grant

award for the award year.

If the student is enrolled in a correspondence program that is term-based,

the student's federal Pell Grant is calculated according to the steps outlined

in the chart on the following page.
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STEPS IN CAL6ULATING FEDERAL YELL 'L1RANT AWARDS

Formula 5B: Programs of Study by Correspondence -
Term-based Correspondence Component

Each week of instructional time in the written schedule for the submission of lessons must reflect at least:
30 hours of preparation per semester hour; or
20 hours of preparation per quarter hour

r Enrollment status may only be 1/2-time or less than 1/2-time

STEP 2: Calculate Federal Pell Grant COA

Full-time, full academic year costs (for applicahle components)
If the student's program of study or enrollmern period is longer or shorter than the program's definition
of an academic year (AY), full-time costs are prorated upward (or downward) according to the following
formula:

For tuition and fees:

Hours in program's definition of AY*
Costs X

Hours in student's program of study

*Within statutory requirements

STEP 3: Determine Annual Award

If the student's enrollment status is 1/2-time or less than 1/2-time, the annual award is taken from the
appropriate part-time Disbursement Schedule

STEP 4: .Determine Payment Periods

Payment period is the academic term. (Payment for the payment period may be made only atter the
student has completed 50% of the lessons or otherwise completed 50% of the work scheduled, whichever
comes last.)

STEP 5: Calculate Payment for a Payment Period

For each payment period:

Annual award

'within statutory requirements

A single disbursement may not exceed 50% of the annual award

Weeks of instructional time in the term

Weeks of instructional time in program's definition of AY*
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VARIATIONS IN THE CALCULATION OF FEDERAL PELL GRANT

AWARDS

Students Who Transfer Within the Award Year

A student who transfers between schools within the award year may have

remaining Federal Pell Grant eligibility which may be used at the new

school.

Chapter 4 of the Federal Student Financial Aid Handbook describes the

calculations the school must perform to determine a transfer student's

remaining Federal Pell Grant eligibility. These procedures remain

unchanged.

Payments of a Second Scheduled Award During a Single Award Year

In general, a student may not receive more than one Scheduled Award

during a single award year. However, an exception may apply to students

completing the requirements of an associate or bachelor's degree program.

Beginning with the 1995-96 award year, a school may determine that a

student is eligible for the payment of a second Scheduled Award if the

student:

1. Is enrolled full-time:

a. In an eligible associate or bachelor's degree program that

is at least two academic years long; and

b. Only in course work that is required to complete the

student's degree requirements; and

2. Has completed at least 24 semester (or trimester) hours or 36

quarter hours during the previous payment periods of the

award year.

1 r).-
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If the number of weeks of instructional time in the previous payment
periods was less than 30, the student must complete the remaining number
of weeks in an academic year during the first payment period of the second
Scheduled Award.

The school must document in the student's file its determination of the
student's eligibility for the second Scheduled Award

If a school makes a second Scheduled Award to one student, it also must
make a second Scheduled Award to all students who qualify.

Payment Period Overlaps Two Award Years

An award year is the 12-month period between July 1 and June 30. At
some schools, one of the Federal Pell Grant payment periods may fall in
two different award years.

A school must designate the award year in which the overlapping payment
period is placed for each Federal Pell Grant recipient. If more than six
months of a payment period fall in one award year, 'the payment period
must be placed in that award year.

If a term-based school uses multiple or mini summer sessions, the mini
sessions way be combined into a single payment period.

Required Recalculation of Federal li Grant Awards

The school always must recalculate the award if:

1. The student's ETC changes as a result of verification,
corrections to applicant data, or a professional judgment
adjustment to one or more data elements used to calculate the
EFC; or

2. Failurc to recalculate the student's award would result in the
student receiving more than the student's maximum award for
the award year. Q c

December 22, 1994 BEST COPY AVAILABLE TG 3 53



In addition, for term-based programs that measure progress in credit hours, the
school must recalculate the award and, if applicable, the Federal Pell Grant
COA, if the student's actual or projected enrollment status changes:

1. From one payment period to the next; or

2. During a payment period, but before the student begins
attendance in all classes originally scheduled for the payment
period.

The enrollment status used in the recalculation may reflect
only those classes which the student actually began attending.

School Options for Recalculating Federal Pell Grants

For other circumstances, recalculation is optional. If the school elects to

recalculate Federal Pell Grant awards, it must:

1. Establish a policy defining when the recalculation must be
performed; and

2. Apply the policy consistently to all students.

The school may recalculate Federal Pell Grant awards if:

1. The student's cost of attendance changes, but not as the result

of a change in enrollment status, at any time during the award

year; or

2. The student changes enrollment status within a payment
period after beginning attendance in all classes for which he or

she has registered.
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CASE STUDY 1 Standard-term, credit-hour program
At least 30 weeks of instructional timeMT. ADAMS UNIVERSITY jiff (fall through spring)

This is a two-part case study, which uses the information contained in the following
case description.

1. For Case Study 1-A , calculate the amount of the student's Federal Pell Grant
for the award year based on the student's projected enrollment for the year;
and then

2. For Case Study 1-B, recalculate the student's award based on the change in
her enrollment plans.

CASCDESCRIPTION

Allison is a dependent student enrolled at Mt. Adams University. She enrolls in 16 credit

hours for the fall semester, and plans to enroll in an additional 16 credit hours for the

spring semester. However, after the fall semester, but before the spring semester, her

plans change, and she enrolls for only 9 credit hours in the spring semester. During the

school year Allison lives in on-campus housing. Her 9-month EFC is 549.

Mt. Adams University operates on a 2-semester academic calendar (fall and spring

semesters). The school defines the academic year for Allison's program as 24 semester

hours and 30 weeks. The school defines full-time attendance as 12 semester hours per

term. The terms do not overlap. Each semester is 15 weeks of instructional time. The

University uses minimum regulatory standards for determining enrollment status.

The school charges students enrolled in Allison's program of study $175 per credit hour

for tuition and $25 each semester for fees, regardless of enrollment status. School

charges for room are $1,200 per semester and for board are $825 per semester. The

I aid administrator has established the following allowances per term: $225 for books and

supplies, $250 for transportation, and $300 for miscellaneous personal expenses. The

school also certified a $3,000 subsidized Federal Stafford Loan for Allison for the

academic year. The school's policy is to use the actual amount of the origination fee

($90 in this case) and the insurance premium ($30 in this case) in calculating cost of

attendance.
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Federal Pell Grant Calculation Worksheet
Standard-term, credit-hour programs

(Fall through spring terms equal to or greater than 30 weeks)

1. Enrollment Status: 0 Full-time 0 3/4-time 0 1/2-time 0 < 1/2-time

2. Cost of Attendance: Tuition and fees
Room and board
Books, supplies, transportation, and

miscellaneous expenses
Dependent care
Disability-related expenses
Study abroad
Employment-related cooperative

education program expenses
Loan fees, loan origination fees, loan

insurance premiums
= $ Total COA

3. Scheduled Award: (from full-time Payment Schedule)(EFC )

4. Payment Periods: Number of payment periods in fall through spring

5. Payment for a Payment Period:

Annual award from appropriate schedule

Number of payment periods in fall through spring

Payment for term (payment period)

*Number of terms enrolled in award year

*First term expected disbursement

*Second term expected disbursement

'Expected Federal Pell Grant for the award year = $
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Federal Pell Grant Calculation Worksheet
Standard-term, credit-hour programs

(Fall through spring terms equal to or greater than 30 weeks)

1. Enrollment Status: CI Full-time 13 3/4-time CI 1/2-time CI < 1/2-time

2. Cost of Attendance: $ Tuition and fees
Room and board
Books, supplies, transportation, and

miscellaneous expenses
Dependent care
Disability-related expenses
Study abroad
Employment-related cooperative

education program expenses
Loan fees, loan origination fees, loan

insurance premiums
$ Total COA

3. Scheduled Award: (from full-time Payment Schedule)(EFC

4. Payment Periods: Number of payment periods in academic year

5. Payment for a Payment Period:

Annual award from appropriate schedule

'Number of payment periods in fall through spring

Payment for term (payment period)

*Number of terms enrolled in award year

*First term expected disbursement

*Second term expected disbursement

*Expected Federal Pell Grant for the award year = $

I 4 '2
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CASE STUDY 2- LOA tr. Standard-term, credit-hour program
Fewer than 30 weeks of instructional

CARMICHAEL COLLEGE time (fall through spring)

Using the following information, calculate the amount of the student's Federal Pell
Grant for the award year.

CASE DESCRIPTION

Mike is a single independent student enrolled at Carmichael College. He enrolls

in 14 credit hours for both fall and spring semesters. Mike lives in an apartment

off-campus. His 9-month EFC is 801.

Carmichael College operates on a 2-semester academic year (fall and spring

semesters). The school defines the academic year for Mike's program of study

as 24 semester hours and 30 weeks of instructional time. The terms do not

overlap. Each semester is 14 weeks of instructional time. The College uses

minimum regulatory standards for determining enrollment status.

The school charges students enrolled in Mike's program of study $225 per credit

hour for tuition and $15 each semester for fees, regardless of enrollment status.

The aid administrator has established the following allowances per term: $3,000

for off-campus housing, $175 for books and supplies, $350 for transportation,

and $400 for miscellaneous personal expenses.
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Federal Pell Grant Calculation Worksheet
Standard-term, credit-hour programs

(Fall through spring terms fewer than 30 weeks)

1. Enrollment Status:
2. Cost of Attendance:

Tuition & fees

Books & supplies

Total

0 Full-time 0 3/4-time 0 1/2-time CI < 1/2-time

Room & board

Transportation & misc. personal +

Dependent care

Disability-related expenses

Study abroad

Employment-related coop. ed.

Loan fees, loan origination fees,

loan insurance premiums

Total

Proration ratio*

Prorated costs

Total COA [(1) + (2)]

Weeks of instructional time in program's definition of AY* Proration ratio -
Weeks of instructional time in fall through spring terms

3. Scheduled Award: (from full-time Payment Schedule) (EFC

4. Payment Periods: Number of payment periods in fall through spring
5. Payment for a Payment Period:

'Annual award from appropriate schedule

Payment for each term (payment period)

Weeks of instructional time in fall through spring terms
Annual award

Weeks of instructional time in program's definition of AY

First term expected disbursement

'Second term expected disbursement

'Expected Federal Pell Grant for the award year

(2)

Number of payment
periods in the award year
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CASE STUDY 3 -41f, Nonstandard-term, credit-hour
DIVIT COLLEGE program

Using the following information, calculate the amount of the student's Federal Pell
Grant for the award year.

CASE DESCRIPTION

Nancy is enrolled at Divit College whose academic calendar consists of four 8-week

terms. The school defines the academic year for Nancy's program of study as 28

semester hours and 32 weeks of instructional time. The school establishes the

enrollment status levels for the standard terms based on the minimum regulatory

requirements.

Nancy enrolls for 4 semester hours during each of the 4 nonstandard terms.

Nancy is an independent student. She and her 80-year-old mother live in an

apartment off campus. She reports that she pays $125 per week for dependent care

for her mother. Her 9-month EFC is 429.

The charges for students enrolled in Nancy's program of study are: $200 per credit

hour for tuition and $10 each term for fees, regardless of enrollment status. The aid

administrator has established the following maximum allowances: $175 per week

for off-campus housing, $125 per week for dependent care, $35 per week for

transportation, $60 per week for miscellaneous personal expenses, and $75 for

books and supplies for each of the nonstandard terms.
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Federal Pell Grant Calculation Worksheet
Nonstandard-term, credit-hour programs

1. Enrollment Status:
Term 1 0 Full-time 0 3/4-time 0 1/2-time El < 1/2-time
Term 2 0 Full-time 0 3/4-time 0 1/2-time < 1/2-time
Term 3 0 Full-time 0 3/4-time 0 1/2-time < 1/2-time
Term 4 Full-time 0 3/4-time 0 1/2-time 0 < 1/2-time

Nonstandard Term Calculation:

Full-time status:
Weeks of instructional time in nonstandard term

Hours in AY x
Weeks of instructional time in program's definition of AY

Less than full-time status: Hours student takes in nonstandard term
Hours required for full-time status in nonstandard term

2. Cost of Attendance:
Tuition & fees

Books & supplies

Total = $

Proration ratio*

Prorated costs = $ (1)

Room & board

Transportation & misc. personal +

Dependent care

Disability-related expenses

Study abroad

Employment-related coop. ed.

Loan fees, loan origination fees,

loan insurance fees

Total = $

Proration ratio**

Prorated costs = $ (2)

Total COA [(1) + (2)] = $

Proration ratio =
Hours in program's definition of AY

Hours in AY for student's program of study

Weeks of instructional time in program's definition of AYProration ratio =
Weeks of instructional time in the terms to which the costs apply

I Continued on next page
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Continued

Case Study 3 .

Federal Pell Grant Calculation Worksheet
Nonstandard-term, credit-hour programs

3. Scheduled Award: (from full-time Payment Schedule) (EFC

4. Payment Periods: Number of terms in award year
5. Payment for a Payment Period:

Annual award from appropriate schedule

Weeks of instructional time in term
Annual award x

Weeks of instructional time in program's definition of AY

First term expected disbursement

'Second term expected disbursement

Third term expected disbursement
Fourth term expected disbursement

'Expected Federal Pell Grant for the award year

1 1
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CASE STUDY 4 rif
EDGEWATER INSTITUTE

Nonterm program

Using the following information, calculate the amount of the student's Federal Pell
Grant for the award year.

CASE DESCRIPTION

Paul is enrolled full-time in a 600-clock-hour program at Edgewater Institute. The

school defines the academic year for Paul's program of study as 900 clock hours

and 30 weeks. Paul's program can be completed in 20 weeks of instructional

time. Paul lives at home with his parents. His 9-month EFC is 204.

The charges for students enrolled in Paul's program of study are: $3,600 tuition,

$75 registration fee, $150 books, $400 tools, and $50 supplies. The aid

administrator has established the following allowances: $50 per week for room

and board for students living at home with parents, $10 per week for

transportation, and $20 per week for miscellaneous personal expenses.

,1 6
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Case Study 4

Federal Pell Grant Calculation Worksheet
Nonterm programs

1. Enrollment Status:
2. Cost of Attendance:

Tuition & fees

Books & supplies

Total

Proration ratio*

Prorated costs

Room & board

0 Full-time 0 < 1/2-time

(1)

Transportation & misc. personal +

Dependent care

Disability-related expenses

Study abroad
Employment-related coop. ed.

Loan fees, loan origination fees,

loan insurance fees

Total = $

Proration ratio**

Prorated costs

Total COA [(1) + (2)] $

Proration ratio -

** Proration ratio =

(2)

Hours in program's definition of AY
Hours in student's program of study

Weeks of instructional time in program's definition of AY
Weeks of instructional time in the enrollment period to which the costs apply

3. Scheduled Award: (from full-time Payment Schedule) (EFC

4. Payment Periods:
Program length in hours

Program length Academic year: Payment period = 112 x Academic year

Program length < Academic year: Payment period = 1/2 x Program length

Payment period definition hours

Continued on next page
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Continued

Case Study 4

Federal Pell Grant Calculation Worksheet
Nonterm programs

5. Payment for a Payment Period:
(1) Scheduled award x the lesser of:

Weeks of instructional time for a full-time student to complete hours in program or kr
Weeks of instructional time in school's definition of AY

(2): (1) x

OR

One (1)

Hours in payment period
Hours in program's definition of AY

Payments: Hours to $

Hours to +

Expected Federal Pell Grant for the award year = $

I r;
December 22, 1994 TG 3 - 65



BRAESIDE INSTITUTE

CASE STUDY5Ziarff
Nonterm correspondence program

Using the following information, calculate the amount of the student's Federal Pell
Grant for the award year.

CASE DESCRIPTION

Roger is enrolled in a 600 clock-hour correspondence program offered by Braeside
Institute. The school defines the academic year for Roger's program of study as 900
clock hours and 30 weeks. The written schedule the school established for ti ie
submission of lessons requires 20 hours of preparation a week. Roger is expected
to complete the program after 25 weeks. The program does not contain a required
period of residential training.

Roger's 9-month EFC is 1201. The school charges for students enrolled in Roger's
program of study are: $2,500 tuition and $20 for fees.

151
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Case Study 5

Federal Pell Grant Calculation Worksheet
Nonterm correspondence programs

1. Enrollment Status:
2. Cost of Attendance:

Tuition & fees

Proration ratio*

Prorated costs

LI 1/2-time

X

Proration ratio =
Hours in program's definition of AY
Hours in student's program of study

3. Scheduled Award: (from 1/2-time Disbursement Schedule) (EFC

4. Payment Periods:
*Program length in hours

Program length Academic year: Payment period = 1/2 x Academic year

Program length < Academic year: Payment period = 1/2 x Program length

Payment period definition hours

5. Payment for a Payment Period:
(1) Annual award x the lesser of:

Weeks of instructional time to complete the lesser of hours in_program or AY
Weeks of instructional time in program's definition of AY

OR

One (1)

(2): (1) x
Hours in payment period

Hours in program's definition of AY

Payments: Hours to $

Hours to +

Expected Federal Pell Grant for the award year = $

December 22, 1994 152 TG 3 - 67
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Case Study.1-A Solution

Federal Pell Grant Calculation Worksheet
Standard-term, credit-hour programs

(Fall through spring terms equal to or greater than 30 weeks)

1. Enrollment Status: t Full-time 0 3/4-time 0 1/2-time 0 < 1/2-time

2. Cost of Attendance: $ 5,650 Tuition and fees
4,050 Room and board
1,550 Books, supplies, transportation, and

miscellaneous expenses
0 Dependent care
0 Disability-related expenses
0 Study abroad
0 Employment-related cooperative

education program expenses
120 Loan fees, loan origination fees, loan

insurance premiums
= $ 11,370 Total COA

3. Scheduled Award: (from full-time Payment Schedule)(EFC 549 ) 1,750

4. Payment Periods: Number of payment periods in fall through spring 2

5. Payment for a Payment Period:

'Annual award from appropriate schedule

'Number of payment periods in fall through spring

'Payment for term (payment period)

'Number of terms enrolled in award year

'First term expected disbursement

'Second term expected disbursement

'Expected Federal Pell Grant for the award year

$ 1,750

2

2

875

875

875

= $ 1,750

December 22, 1994 TG 3 - 72



Case Study 1.-B Solution

Federal Pell Grant Calculation Worksheet

Standard-term, credit-hour programs

(Fall through spring terms equal to or greater than 30 weeks)

1. Enrollment Status: (I3' Full-time 0 3/4-time 0 1/2-time 0 < 1/2-time

2. Cost of Attendance' $ 4,425 Tuition and fees
+ 4,050 Room and board
+ 1,550 Books, supplies, transportation, and

miscellaneous expenses
+ 0 Dependent care
+ 0 Disability-related expenses
+ 0 Study abroad
+ 0 Employment-related cooperative

education program expenses
+ 120 Loan fees, loan origination fees, loan

insurance premiums
$ 10,145 Total COA

3. Scheduled Award: (from full-time Payment Schedule)(EFC 549) $ 1,750

4. Payment Periods: Number of payment periods in academic year 2

5. Payment for a Payment Period:

*Annual award from appropriate schedule $ 1,313

*Number of payment periods in fall through spring 2

Payment for term (payment period) 657

Number of terms enrolled in award year 2

*First term expected disbursement 875

*Second term expected disbursement 657

'Expected Federal Pell Grant for the award year = $ 1,532

December 22, 1994 TG 3 - 73



Case Study 2 Solution

Federal Pell Grant Calculation Worksheet
Standard-term, credit-hour programs

(Fall through spring terms fewer than 30 weeks)

1. Enrollment Status: Full-time

2. Cost of Attendance:

0 3/4-time 0 1/2-time 0 < 1/2-time

Tuition & fees $ 6,330

Books & supplies 350

Total
$ 6,680 (1)

Room & board 6,000

Transportation & misc. personal + 1,500

Dependent care 0

Disability-related expenses 0

Study abroad 0

Employment-related coop. ed. + 0

Loan fees, loan origination fees,

loan insurance premiums 0

Total
7,500

30 weeks

Proration ratio* x 28 weeks

Prorated costs = $ 8,036 (2)

Total COA [(1) + (2)1 = $ 14,716

Weeks of instructional time in program's definition of AY
Proration ratio - Weeks of instructional time in fall through spring terms

3. Scheduled Award: (from full-time Payment Schedule) (EEC 801 )

4. Payment Periods: Number of payment periods in fall through spring

5. Payment for a Payment Period:
'Annual award from appropriate schedule

*Payment for each term (payment period)

Weeks of instructional time in fall through spring terms
Annual award x Weeks of instructional time in program's definition of AY

$1,450 x
28

2 = $677
30

First term expected disbursement

'Second term expected disbursement
*Expected Federal Pell Grant for the award year

Decembqr 22, 1994 163

$ 1,450

2

$ 1,450

Number of payment
periods in the award year

677

677

1,354

TG 3 - 74



Federal Pell Grant Calculation Worksheet
Nonstandard-term, credit-hour programs

1 Enrollment Status:
Term 1 0 Full-time tEl 3/4-time 1/2-time 0 < 1/2-time
Term 2 0 Full-time CI 3/4-time g 1/2-time < 1/2-time
Term 3 0 Full-time 0 3/4-time g 1/2-time El < 1/2-time
Term 4 0 Full-time 0 3/4-time g 1/2-time El < 1/2-time

Nonstandard Term Calculation:
Weeks of instructional time in nonstandard termFull-time status: Hours in AY x

Weeks of instructional time in program's definition of AY
8 weeks

28 x 7
32 weeks

Less than full-time status:

4

Hours student takes in nonstandard term
Hours required for full-time status in nonstandard term

= half-time status
7

2. Cost of Attendance:
Tuition & fees 5,640

Books & supplies 300

Total _ $ 5,940
28 hours

Proration ratio* X 28 hours

Prorated costs = $ 5,940 (1)

Room & board $ 5,600

Transportation & misc. personal + 3,040

Dependent care 4,000

Disability-related expenses 0

Study abroad 0

Employment-related coop. ed. 0

Loan fees, loan origination fees,

loan insurance fees 0

Total = $ 12,640
32 weeks

Proration ratio** X 32 weeks

Prorated costs $ 12,640 (2)

Total COA [(1) + (2)] = $ 18,580

Proration ratio =

** Proration ratio

Hours in program's definition of AY
Hours in AY for student's program of study

Weeks of instructional time in program's definition of AY
Weeks of instructional time in the terms to which the costs apply

Continued on next page

December 22, 1994 TG 3 - 75
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Continued

Federal Pen Grant Calculation Worksheet
Nonstandard-term, credit-hour programs

3. Scheduled Award: (from full-time Payment Schedule) (EFC 429 ) 1,850

4. Payment Periods: Number of terms in award year

5. Payment for a Payment Period:
*Annual award from appropriate schedule

4

925

Weeks of instructional time in term
Annual award x Weeks of instructional time in program's definition of AY

8 weeks
925 231.25x -

32 weeks

*First term expected disbursement $ 231

*Second term expected disbursement + 231

*Third term expected disbursement + 231

Fourth term expected disbursement + 232

'Expected Federal Pell Grant for the award year = $ 925

4
1 (3

December 22, 1994 TG 3 - 76



Federal Pell Grant Calculation Worksheet
Nonterm programs

1. Enrollment Status: ' Full-time
2. Cost of Attendance:

0 < 1/2-time

Tuition & fees $ 3,675

Books & supplies 600

Total = $ 4,275
900

Proration ratio* 600

Prorated costs = $ 6,413 (1)

Room & board $ 1,000

Transportation & misc. personal + 600

Dependent care 0

Disability-related expenses

Study abroad 0

Employment-related coop. ed. +

Loan fees, loan origination fees,

loan insurance fees 0

Total = $ 1,600
30

Proration ratio** x 20

Prorated costs = $ 2,400 (2)

Total COA [(1) + (2)] = $ 8,813

Hours in program's definition of AY
Proration ratio -

Hours in students program of study

- Proration ratio = Weeks of instructional time in program's definition of AY
Weeks of instructional time in the enrollment period to which the costs apply

3. Scheduled Award: (from full-time Payment Schedule) (EFC 204 )
4. Payment Periods:

Program length in hours

Program length Academic year: Payment period = 1/2 x Academic year

Program length < Academic year: Payment period = 1/2 x Program length

Payment period definition 300 hours

I Continued on'next page

2,050

600 clock hours

December 22, 1994 TG 3 - 77
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Continued

Federal Pell Grant Calculation Worksheet
Nonterm programs

5. Payment for a Payment Period:
(1) Scheduled award x the lesser of:

Weeks of instructional time for a full-time student to complete hours in program or AY
Weeks of instructional time in program's definition of AY

OR

One (1)

20 weeks
$2,050 x

30 weeks

(2): (1) x

$1,367

Hours in payment period
Hours in program's definition Of AY

$1,367
300 hours

x
900 hours

- $456

Payments: Hours 1 to 300

=

456

Hours 301 to 600 456

Expected Federal Pell Grant for the award year $ 912

December 22, 1994 TG 3 - 78



Case Study. 5 Solution

Federal Pell Grant Calculation Worksheet

Nonterm correspondence programs

1., Enrollment Status:
2. Cost of Attendance:

Tuition & fees

Proration ratio*

Prorated costs

Hours in program's definition of AYProration ratio -
Hours in student's program of study

3. Scheduled Award: (from 1/2-time Disbursement Schedule) (EFC 1201 )

4. Payment Periods:

Program length in hours
Program length Academic year: Payment period = 1/2 x Academic year

Program length < Academic year: Payment period = 1/2 x Program length

Payment period definition 300 hours
5. Payment for a Payment Period:

(1) Annual award x the lesser of:

Weeks of instructional time to complete the lesser of hours in program or AY
Weeks of instructional time in program's definition of AY

O.R

One (1)

525 x 25 = 437.5 = 43830

Hours in payment period(2):

300

+

=

$ 146

(1) x
Hours in program's definition of AY

300438 x = 146900

Payments: Hours 0 to

Hours 301 to 600 146

Expected Federal Pell Grant for the award year $ 292

December 22, 1994



SESSION #4

Campus-Based Program Issues

Session Objectives

Trainees will be able to:

1. Identify administrative and fiscal requirements for the campus-based programs;

2. Explain the rules for applying the campus-based thresholds in the treatment of

overawards;

3. Describe the conditions under which a late disbursement of campus-based funds

is permitted;

4. Describe standardization requirements for the Federal Perkins Loan Program

promissory note;

5. Explain how Federal Perkins Loan cohort default rates are calculated, and how

these rates affect a school's eligibility to participate in the Federal Perkins Loan

Program; and

6. Explain Federal Work-Study community service requirements.

Sources for Further Study

Federal Register, November 30, 1994 (Campus-Based Program Regulations)

Federal Register, December 21, 1992 (Definition of community service)

Dear Colleague Letter CB-94-24 (1994-95 Directory of Designated Low-Income Schools for

Teaching Cancellation Benefits)

Dear Colleague Letter CB-94-21 (Chart of state percentages for determining nonfederal share

of FSEOG awards)

Dear Colleague Letter CB-94-6 (Amendments to the 1993-94 Directory of Designated Low-

Income Schools for Teacher Cancellation Benefits)

Dear Colleague Letter CB-94-4 (Information on implementing FWS community service

requirements)

Dear Colleague Letter CB-93-16 (1993-94 Directory of Designated Low-Income Schools for

Teacher Cancellation Benefits)

Federal Student Financial Aid Handbook, Chapters 5, 6, 7, and 8

December 22, 1994 1 P 01x.) v TG 4 - 1



INTRODUCTION

The 1992 Higher Education Amendments and the 1993 Technical

Amendments made a number of changes in the campus-based programs.

Final regulations published on November 30, 1994:

1. Implement the statutory requirements; and

2. Modify other campus-based program requirements.

The new regulations become effective on July 1, 1995.

REQUIREMENTS APPLICABLE TO MORE THAN ONE CAMPUS-

BASED PROGRAM

A specific set of regulations governs the administration of each campus-

based program. Some requirements apply to more than one campus-based

program.

Administrative and Fiscal Requirements

Schools that receive a campus-based program allocation must meet certain

administrative and fiscal requirements. Funding requirements are

summarized in the chart on the following page.

170
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Matching Requirements

For each campus-based program in which the school participates, the school

must provide a specified amount of institutional resources as a match

against the program's federal funding allocation. Schools may provide the

required share in different ways.

Federal Supplemental Education Opportunity Grant (FSEOG) Program.

Each FSEOG award the school makes must contain some federal funds.

One of three methods may be used to satisfy the FSEOG requirement:

1. The fund-specific method;

2. The individual basis method; or

3. The aggregate method.

Uncle.: the fund-specific method, the school:

1. Deposits both the federai allocation and the school's nonfederal

share into a fund established by the school; and

2. Awards FSEOG funds to eligible students from the fund.

Under the individual basis method, the school ensures that the FSEOG

award for each recipient meets the matching requirement.

Example: If the school awards a student a $1,000 FSEOG, the student's

total FSEOG must contain:

1. $250 ($1,000 x 25 percent) in eligible nonfederal

resources; and

2. $750 ($1,000 x 75 percent) in FSEOG federal funds.

173
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Under the aggregate method, the total of all eligible nonfederal resources
made available to FSEOG recipients must meet or exceed the amount of the
school's required FSEOG match.

Example: A school awards a total of $60,000 to 60 FSEOG recipients.
The $60,000 FSEOG awarded consists of:

1. $45,000 in federal funds ($60,000 x 75 percent = $45,000);
and

2. $15,000 in nonfederal resources ($60,000 x 25 percent =
$15,000).

The nonfederal resource requirement is satisfied if at least
$15,000 in nonfederal resources has been awarded to the
school's FSEOG recipients. It is not necessary for every FSEOG
award to include nonfederal funds, but each FSEOG award
must include some FSEOG federal funds.

Nonfederal resources that may be used to satisfy the FSEOG matching
requirement include:

1. Institutional grants and scholarships;

2. Tuition or fee waivers;

3. State scholarships or grants; or

4. Funds from a foundation or other charitable organization.

State Student Incentive Grant (SSIG) funds may not be used to meet the
FSEOG matching requirement. For purposes of the FSEOG matching
requirement, SSIG awards are defined as the federal SSIG allocation plus
the minimum required state matching amount. Any remaining portions of
state grants are considered non-SSIG funds.

December 22, 1994
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If a school knows that a state scholarship or grant does not contain any

SSIG monies, 100 percent of the scholarship or grant may be used as the
FSEOG nonfederal share. The required state matching portion of an SSIG

scholarship or grant may not be used to satisfy the nonfederal share of the

FSEOG matching requirement.

If the school does not know about the funds used to comprise the state
scholarship or grant, a percentage of the state scholarship or grant may
used. Each award year ED publishes a Dear Colleague Letter which lists the

percentages of state scholarships and grants that may be used as the
nonfederal share of FSEOG awards.

If a school uses this listing, the maximum amount of the state scholarship

or grant that may be used as the nonfederal share of the FSEOG award is

equal to the applicable state percentage multiplied by the amount of the

state scholarship or grant.

Example: A student receives a $1,000 state grant. The percentage of non-

SSIG funds in the state grant is 80 percent.

1. Under the individual basis method:

a. 80 percent x $1,000 state grant = $800

b. $800 may be used to meet the FSEOG nonfederal
share requirement for a total FSEOG award of up
to $3,200 ($3,200 x 25 percent) with a federal share

of $2,400 ($3,200 x 75 percent).

2. Under the aggregate method, the $800 representing the

non-SSIG portion of the state grant may be included in

the total of nonfederal resources awarded to the school's
FSEOG recipients, as long as each student receives some
of the FSEOG federal funds.

December 22, 1994 176 TG 4 - 6



School resources used to satisfy the FSEOG matching requirement must be
disbursed at the time the federal funds are disbursed. Funds from outside
sources used to satisfy the nonfederal share of the FSEOG match
requirements may be disbursed prior to the school's receipt of the matching
funds if there is written documentation that the student is to receive those
funds.

Federal Perkins Loan Program. A sum equivalent to at least one-third of
the federal capital contribution (FCC) must be deposited in the school's
Federal Perkins Loan fund. The school funds must be deposited prior to or
at the time of deposit of FCC funds.

Federal Work-Study (FWS) Program. The nonfederal share of the match is
provided by the FWS employer. The school may provide the nonfederal
share of FWS earnings if the employer is a nonprofit organization.

If the school is the FWS employer, the school may pay the nonfederal share
of wages in the form of a noncash contribution of services and equipment
(such as school charges for tuition, fees, room, board, books and supplies).
The noncash contribution may not include forgiveness of fines (such as
library or parking fines) the school assessed the student.

The noncash contribution method may be used only if:

1. The noncash contribution is paid before the student's final
payroll period; and

2. All noncash contribution amounts used to satisfy the
nonfederal share of FWS wages are documented in the
student's file.

Use of Campus-Based Program Funds: "Exceptional Need" and
"Independent/Less-Than-Full-Time Students"

Campus-based funds must be made reasonably available to all eligible
students who demonstrate need. In awarding FSEOG and Federal Perkins

December 22, 1994 TG 4 - 7



Loan funds, schools must give priority to eligible students with exceptional
need.

"Exceptional need" is not defined for the Federal Perkins Loan Program. In
the FSEOG Program, students with the lowest expected family contribution

(EFC) and who receive Pell Grants are considered to have "exceptional
need."

A school also must offer its campus-based program funds to:

1. Independent students; or

2. Less-than-full-time students.

At least 5 percent of the school's FSEOG allocation, 5 percent of its FWS

allocation, and 5 percent of the dollar amount of Federal Perkins Loans the

school makes must be offered to independent or less-than-full-time students

if:

1. The school's allocation for a campus-based program is based

directly or indirectly on the financial need of independent or
less-than-full-time students; and

2. The total financial need of all the school's less-than-full-time or
independent students exceeds 5 percent of the total need of all

students attending the school.

Students enrolled in programs of study offered by correspondence are

considered to be enrolled part-time.

Information about eligible applicants reported in the school's Fiscal

Operations Tort and Application to Participate (FISAP) determines

whether this requirement applies to a school. For the 1995-96 award year,

this determination will be based on applicant data from the 1993-94 award

year.
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Example: At a school that participates in all of the campus-based
programs:

1. If the school's independent and part-time students' need
is 5 percent or less of the total need of all students
considered in determining the school's FSEOG allocation,
the school is not required to offer at least 5 percent of its
FSEOG federal funds for awards to independent or part-
time students.

2. If the school's independent and part-time students' need
exceeds 5 percent of the total need of all students
considered in determining the school's allocation from
the Federal Perkins Loan and the Federal Work-Study
(FWS) programs only:

a. The school's FSEOG allocation is not subject to the
5 percent requirement; and

b. The school's Federal Perkins Loan and FWS
allocations are s-ibject to the 5 percent
requirement.

ED notifies a school that it is subject to the 5 percent requirement in a Dear
Colleague Letter in April.

If a school is subject to the 5 percent requirement:

1. Funding must be offered for independent and part-time
students at both the main campus and any additional locations
of the school; and

2. The school may offer the required 5 percent of its campus-
based funds, in any proportion the school chooses, to either
part-time or independent students.

178December 22, 1994 TG 4 - 9



An exemption to the 5 percent requirement applies if a school:

1. Did not receive a federal capital contribution under the Federal

Perkins Loan Program for the award year; or

2. Received an annual allocation of $5,000 or less for any of the

campus-based programs.

Transfer of Campus-Based Funds

Schools may transfer portions of their annual Federal Perkins Loan and

Federal Work-Study allocations for use in another campus-based program as

indicated in the chart on Page TG 4-3.

Return of Allocated Funds

If a school returns more than 10 percent of a campus-based program's

allocation for an award year, the school's allocation for that program for the
second succeeding award year will be reduced by the dollar amount

returned.

Example: A school returns $12,000 from its $84,000 Federal Work-Study

(FWS) allocation for the 1993-94 award year. Since the amount

of FWS allocation returned is more than $8,400 (10 percent x

$84,000), the school's 1995-96 FWS allocation will be reduced

by $12,000.

If the school also returned $3,000 of its $50,000 FSEOG

allocation, the school's 1995-96 FSEOG allocation would not be

reduced since that amount does not exceed $5,000 (10 percent x

$50,000).

179

December 22, 1994 TG 4 - 10



This penalty may be waived if ED determines that the return of the
unexpended allocation was due to circumstances that:

1. Were beyond the school's control, such as a natural disaster;
and

2. Are not expected to recur.

Overawards

A school may not award Title IV assistance in excess of a student's need.
If a student receives additional aid, the school must recalculate the
student's need to determine whether the additional aid created an
overaward.

An overaward exists if the student's total resources exceed the student's
need. Current campus-based program regulations permit a $200 overaward
tolerance.

Effective July 1, 1995, a $300 overaward threshold for all the campus-based
programs will be allowed.

However, if the student's award also contains a loan under the Direct Loan
or Federal Family Educational Loan (FFEL) programs, the school must first
determine whether a Direct Loan or FFEL overaward exists.

Under the Direct Loan and FFEL programs, additional resources, including
an increase in the EFC, are not considered overawards once:

1. All Direct Loan proceeds have been disbursed to the student;
or

2. All FFEL loan proceeds have been delivered to the student.

In determining whether there is a Direct Loan or FFEL overaward, up to
$300 of the student's FWS earnings may be excluded.

December 22, 1994 TG 4 - 11
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The school must reduce any Direct Loan or FFEL overaward to zero. After
the Direct Loan or FFEL overaward has been eliminated, the car.tpus-based
program $300 tolerance may be applied to any remaining overaward.
However, if the school has already applied the $300 FWS earnings
exclusion, no additional overaward tolerance is permitted.

Late Disbursements of Campus-Based Funds

Currently, a late disbursement of an FSEOG or a Federal Perkins Loan may
be made only if the school:

1. Has completed the disbursement process, except for the actual

delivery of funds, at the time the student drops out; or

2. Is correcting an institutional error.

Effective July 1, 1995, a school may make a late disbursement of an FSEOG

or a Federal Perkins Loan if:

1. The student was awarded the FSEOG or Federal Perkins Loan

while still enrolled as an eligible student;

2. The amount of the late disbursement does not exceed the

student's documented and earned educa tional expenses that are
normally included in the student's cost of attendance for the

payment period; and

3. The school documents the amount and reason for the late

disbursemcnt in the student's file.

lEt
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NEW REQUIREMENTS FOR THE FEDERAL PERKINS LOAN
PROGRAM

Federal Perkins Loans must be properly made, otherwise the school is liable
for the loan amount. A Federal Perkins Loan is not considered to have
been "made" until the student signs for the advance of funds and receives
the loan funds.

Standardization of the Promissory Note

The school must use the promissory note provided by ED and may not
make changes to the note. Minor format changes may be made, such as
changing the type size. However, the wording and the ordering of the
paragraphs may not be changed. Optional items will continue to be
optional.

Loan Advances

A Federal Perkins Loan or a National Direct Student Loan may be
disbursed:

1. By issuing a check directly to the student; or

2. By crediting the student's account.

A loan may not be disbursed until the student has signed his or her
promissory note. At the time the loan funds are advanced, the borrower
must sign for each advance in the Schedule of Advances, which is part of
the student's promissory note.

Effective July 1, 1995, a borrower enrolled in a study-abroad program
approved for credit by the student's home institution is not required to sign
for any advance while studying abroad if:

1. Obtaining the borrower's signature for each advance would
impose an undue hardship on the school; and

December 22, 1994 I
4.0

TG 4 - 13



2. The school documents the student's file with the reasons for
the exception.

Credit Bureau Reporting Requirements

In order to promote a borrower's responsible repayment of loans received
under the Federal Perkins Loan Program, a school must report certain
information to national credit bureau organizations. For each Federal
Perkins Loan or National Direct Student Loan the school makes, the school
must report:

1. At least annually, the amount and date of each disbursement
of the loan;

2: Information on collection, cancellation, and outstanding
balanc 2; and

3. The borrower's default status.

These credit bureau reporting requirements must be:

1. Stated in the borrower's promissory note; and

2. Disclosed by the school to the borrower.

To ensure that a credit bureau has accurate borrower information, a school

must:

1. Report changes in a borrower's loan status; and

2. Respond within one month to inquiries from any national
credit bureau organization regarding the borrower's loan
amount.

December 22, 1994
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Under the Fair Credit Reporting Act, a borrower has the right to appeal the
accuracy and the validity of any of the information reported to a national
credit bureau organization.

The school may only use a national credit bureau organization with whom
ED has signed an agreement. Currently ED has agreements with:

1. Trans Union;

2. TRW;

3. CBI Equifax; and

4. Consumer Credit Association, Inc.

The name and phone number of a contact person for each of these national
credit bureau organizations may be found in Chapter 6 of the Federal
Student Financial Aid Handbook. Affiliates of these organizations may be
used if the school first obtains ED's approval.

Any costs for reporting disbursement information to a national credit
bureau organization may not be charged to the school's Federal Perkins
Loan fund. However, part of the school's administrative cost allowance may
be used to cover these costs.

Any charges by a national credit bureau organization for services related to
the collection of a defaulted loan must be passed on to the borrower for
payment. If the borrower makes a payment on the defaulted loan, the
school's Federal Perkins Loan fund may be charged for the national credit
bureau organization's costs, but only in proportion to the amount collected
on the defaulted loan.

Qtt
December 22, 1994 TG 4 - 15



Deferment, Cancellation, and Forbearance Provisions

Since schools are responsible for the collection of loans made under the
Federal Perkins Loan Program, schools should know how to apply the
deferment, cancellation, and forbearance provisions.

Deferments

Under certain conditions, borrowers of loans made under the Federal
Perkins Loan Progiam may defer the repayment of their loans. Different
deferment provisions apply, depending upon when the loan was borrowed.

The deferment provisions available to Federal Perkins Loan, National Direct
Student Loan, and National Defense Student Loan borrowers are listed in
the chart on the following page.
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IFEDERAL PERKINS LOAN DEFERMENT PROVISIONS

.

Deferment Provision
.

Half-time enrollment

I

,)7 (ii ,,1

No limit*

.17(1 i 7

No limit*

I ,

I

If) C11 rM

No limit*

,

cs..

No limit No limit

Less than half-time enrollment as a regular student N/A N/A N/A N/A 3 years**

Rehabilitation training No limit* N/A N/A N/A N/A

Graduate fellowship study ' No limit* N/A N/A N/A N/A

Eligible internship or residenc.! program N/A 2 years 2* 2 years 3* N/A N/A

Inability to socure full-time employment 3 years* N/A N/A N/A N/A

Economic hardship 4 3 years* N/A N/A N/A N/A

Hardship as determined by school N/A No limit** No limit** No limit** No limit**

Law enforcement/correction officer*** see footnote 5* see footnote 6 N/A N/A N/A

Peace Corps/ACTION program volunteer*** see footnote 5* 3 years* 3 years* 3 years 3 years

Full-time volunteer for tax-exempt organization in
service comparable to Peace Corps or ACTION N/A 3 years* 3 years* N/A N/A

U.S. Armed Services 7*** see footnote 5* 3 years* 3 years* 3 years 3 years

Officer in Commissioned Corps of U.S. Public Health
Service*** N/A 3 years* 3 years* N/A N/A

National Oceanic and Atmospheric Admin. Corps*** N/A 3 years* N/A N/A N/A

Nurse/medical technician providing health services see footnote 5* N/A N/A N/A N/A

Temporary total disability or care for temporarily
totally disabled spouse/dependent*** N/A 3 years* 3 years 8* N/A N/A

Pregnancy, care of newborn or newly adopted child ° N/A 6 months* N/A N/A N/A

Mother of pre-schooler working or returning to work '° N/A 1 year* N/A N/A N/A

Employment in Educational Component of Head
Start Program*** see footnote 5* Postponement Postponement N/A N/A

Teacher in designated low-income school*** see footnote 5* Postponement Postponement Postponement Postponement

Teacher of special education, including teacher of
infants, toddlers, children or youth with disabilities "*** see footnote 5* Postponement 12 Postponement Postponement N/A

Provider of early intervention services i3*** see footnote 5* N/A N/A N/A N/A

Teacher of mathematics, science, foreign
languages, bilingual education or other field of
expertise determined by state education agency to
have a shortage of qualified teachels***

Provider or supervisor of provisior, of services to
high-risk children from low-inconva communities and
their families 14***

see footnote 5* N/A N/A N/A N/A

see footnote 5* N/A N/A N/A N/A

Pr;ncipal teed not be paid, and interest does not accrue.
" Principal and interest may be deferred, but Interest continues to accrue.
"* Employment or service must be full-time.
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FEDERAL PERKINS LOAN DEFERMENT PROVISIONS (cont'd.)

THIS CHART IS TO BE USED FOR REFERENCE ONLY. REFER TO PART E OF
THE HIGHER EDUCATION ACT, AND 34 CFR PART 674, SECTIONS 674.33
THROUGH 674.39 IF YOU HAVE ANY QUESTIONS REGARDING A PARTICULAR
BORROWER'S ELIGIBILITY FOR A DEFERMENT.

1 A deferment request from a borrower enrolled in a graduate or post-graduate fellowship-supported
program outside of the U.S. is approved until the completion of the fellowship period.

2 The internship program must require that the borrower have bachelor's degree before being
admitted. In addition, the program must be required by a state licensing agency for certification for
professional practice or service, or the program must lead to a postgraduate degree or certificate
from a postsecondary school, hospital or health care facility.

3 The internship program must require that the borrower have a bachelor's degree before being
admitted. The program must be required by the state licensing agency for certification for
professional practice or service.

4 A borrower is considered to have an economic hardship if the borrower:

a. Has been granted an economic hardship deferment under FDSL c FFEL.

b. Is receiving payment under a federal or state public assistance program;

c. Is working full-time but earning a total monthly gross income that does not exceed (the

greater of):

1) The monthly earnings of an individual earning the minimum wage described in Section 6
of the Fair Labor Standards Act of 1938, or

2) An amount equal to 100% of the poverty line for a famiiy of two as determined according
to Section 673(2) of the Community Service Block Grant Act .

d. Is not receiving total monthly gross income that exceeds twice the amount of "b" above, and
after deducting the amount of the borrower's monthly federal postsecondary loan payments,
the remaining amount of the borrower's monthly income does not exceed "b" above.

e. Is working full-time and has a federal educational debt burden that equals or exceeds 20%
of the borrowers adjusted gross income and the difference between the borrower's adjusted
gross income minus such burden is less than 220% of the greater of: The annual earnings
of an individual earning the minimum wage under Section 6 of the Fair Labor Standards Act
of 1938, or the income official poverty line (as defined by the Office of Management and
Budget, and revised annually in accordance with Section 673(2) of the Community Services
Block Grant Act) applicable to a family of two.

The amount of the borrower's "federal postsecondary loan payments" is the amount of
payment that would have been owed if the loan had been scheduled to be repaid in 10

years from the date the borrower entered repayment regardless of the length of the
borrower's actual repayment schedule or the actual monthly payment amount.
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FEDERAL PERKINS LOAN DEFERMENT PROVISIONS (cont'd.)

5 Deferment is for period in which borrower is engaged in service eligible for Federal Perkins Loan
cancellation.

6 Postponement for loans made 11/29/90 07/01/93.

7 Any military service, active duty, for loans made before 07/01/93. For loans made on or after
07/01/93, military service must be in an area that qualifies for hazardous duty pay.

8 Applies to borrower or care of spouse only. Does not allow deferment for the care of temporarily
totally disabled dependent.

9 Borrower must not be attending an eligible postsecondary institution or be gainfully employed.
Deferment must begin within 6 months after the borrower ceased to be enrolled at least half-time
at an eligible institution.

10 Borrower's salary must not be more than $1 over the minimum hourly wage rate.

11 Infants, toddlers, children and youth with disabilities are defined in Section S 602(a)(1) and 672(1)
of the Individuals with Disabilities Education Act.

12 Teacher of the handicapped, elementary and secondary only.

13 Must be employed in a public or nonprofit program under public supervision. A qualified
professional provider of early intervention services is defined in Section 672(2) of the Individuals
with Disabilities Education Act.

14 Must be employed in public or nonprofit child or family services agency. High-risk children are
defined as individuals under the age of 21 who: are low-income; have been or are at risk of being
abused or neglected; have serious emotional, mental, or behavioral disturbances; reside in
placements outside of their homes; or are involved in the juvenile justice system. Low-income
communities are defined as those communities in which there i a high concentration of children
eligible to be counted under Chapter 1 of Title I of the Elementary and Secondary Act of 1965.
Services must be to the high-risk children and their families.

u
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For loans made on or after July 1, 1993, economic hardship is one of the
types of available deferments. Effective July 1 1995, the criteria under
which a borrower may qualify for an economic hardship deferment are the
same for the Federal Perkins Loan, the Federal Family Education Loan
(FFEL), and the Direct Loan programs.

An economic hardship deferment is granted for up to one year at a time,
for up to a maximum of three years. Each year the borrower must provide
evidence that he or she continues to meet the deferment criteria.

,r

If a borrower is applying for an economic hardship deferment prior to July
1, 1995, the school must follow the guidance contained in Chapter 6 of the
1994-95 Federal Student Financial Aid Handbook.

Cancellations

All or a portion of a borrower's loan under the Federal Perkins Loan
Program may be cancelled for certain types of employment or public
service. Different cancellation provisions apply, depending upon the type
of loan and the date the loan was made.

A borrower's loan also may be cancelled due to the borrower's total and
permanent disability. Effective July 1, 1995, the criteria used to determine a
borrower's total and permanent disability will include the borrower's
inability to attend school. Currently, the loan cancellation is based on the
bo..rower's inability to work and earn money.

Cancellation provisions available under the Federal Perkins Loan Program
are listed in the chart on the following page.

13
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IFEDERAL PERKINS LOAN CANCELLATION PROVISIONS
..........

Cancellation,Criteria

Total and permanent disability or death of
borrower '

...
F-,.0._,,,,ip,..kw,
ti Ili( ri.il I )1r, t

Made on- or after
07/23/92-

100%

Fedel,i1
Pt..11,111'

Made Prior to
07/23/92

100%

.r.Litional
Diii 1

Made Ptior to
07/23/92

100%

_1
14,iti-11,A1

ft:It .w:e

100%

Full-time employment in Education
Component of a Head Start Program 2 100% 100% 100% N/A

Full-time law enforcement or correction
officer 2 100% 100% 4 100% 4 N/A

Full-time teaching in low-income school
eligible for funding under Chapter 1 of the
Education Consolidation and Improvement
Act of 1981 5/6 100% 100% 100% 100% 7

Full-time special education teacher,
including teacher of infants, toddlers,
children or youth with disabilities 51° 100% 100% ° 100% ° N/A

Full-time provider of early interverdon
services in a public or nonprofit program
Under public supervision 3/1° 100% N/A N/A N/A

Full-time teacher of handicapped students
in a public or nonprofit elementary/
secondary school N/A 100%5 100%5 100%7

Full-time teacher of mathematics, science,
foreign languages, bilingual education, or
any subject-matter field of expertise
determined by the state education agency
to have a shortage of qualified teachers 5 100% N/A N/A N/A

Provider or supervisor of provision of
seMces to high-risk children from low-
income communities and their families 311°' 100% N/A N/A N/A

Nurse or medical technician providing
health care services 5* 100% N/A N/A N/A

Peace Corps or ACTION programs
volunteer 12*

70% - F. Perkins
N/A - Natl. Direct 70% N/A N/A

Servir:e in U.S. Armed Forces 50% 13 50% 12 50% '3 50% '4

Full-time teaching in public/nonprofit
elementary/secondary school, institution of
higher education or overseas Department
of Defense elementary/secondary school N/A N/A N/A 50% ',

Bankruptcy '° In some cases In some cases in some cases in some cases

Employment or service must bo
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FEDERAL PERKINS LOAN CANCELLATION PROVISIONS (cont'd.)

THIS CHART IS TO BE USED FOR REFERENCE ONLY. REFER TO PART E OF
THE HIGHER EDUCATION ACT, AND 34 CFR PART 674, SUBPART D IF YOU HAVE
ANY QUESTIONS REGARDING A PARTICULAR BORROWER'S ELIGIBILITY FOR
LOAN CANCELLATION.

1 Effective 07/01/95 total and permanent disability is defined as the borrower's inability to work and earn
money or to attend school because of an impairment that is expected to continue indefinitely or to result in
the borrower's death.

2 Cancellation rate is 15% per year.

3 Cancellation rate is: 15% per year for first and second years; 20% per year for third and fourth years; and
30% for fifth year.

4 Applies only to loans made on or after 11/29/90.

5 Cancellation rate is: 15% per academic year for first and second years; 20% per academic year for third
and fourth years; and 30% for fifth academic year.

6 If borrower teaches at a school that does not qualify as a low-income school in a subsequent year, the
borrower remains eligible for loan cancellation as long as the borrower continues to teach full-time at the
school.

7 Cancellation rate is 15% per academic year.

8 Infants, toddlers, children and youth with disabilities are defined in Section 602(a)(1) and 672(1) of the
Individuals with Disabilities Education Act.

9 Cancellation applies only to full-time teaching of handicapped children in a public or non-profit elementary or
secondary school system.

10 A qualified professional provider of early intervention services is defined in Section 672(2) of the Individuals
with Disabilities Education Act.

11 Must be employed in public or non-profit child or family services agency. High-risk c 'dren are defined as
individuals under the age of 21 who: are low-income; have been or are at risk of baing abused or neglected;
have serious emotional, mental, or behavioral disturbances; reside in placements outside of their homes; or
are involved in the juvenile justice system. Low-income communities are defined as those communities in
which there is a high concentration of children eligible to be counted under Chapter 1 of the Elementary and
Secondary Education Act of 1965.

12 Cancellation applies only to Federal Perkins Loans; does not apply to National Direct Loans. Cancellation
rate is 15% per year for first and second years, and 20% per year for third and fourth years.

13 Military service must be in an area that qualifies for hazardous duty pay. Cancellation rate is 12.5% per year
of qualifying service.

14 Cancellation rate is 12.5% per year of consecutive service.

15 Cancellation rate is 10% per academic year.

16 Loan is cancelled only if collection is stayed by a bankruptcy court. If the loan is not ultimately discharged
in bankruptcy, it again becomes the borrower's obligation.
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Forbearance

Effective July 1, 1995, for loans made on or after July 23, 1992, a school
must grant a borrower forbearance if the borrower meets any of the
conditions listed on the chart on this page.

Schools may not grant forbearance for loans made prior to July 1, 1995.
Instead, other Federal Perkins Loan Program provisions (such as a hardship
deferment) should used to assist borrowers who are willing, but financially
umable, to make scheduled loan payments.

FEDERAL PERKINS LOAM PROGRAM FORBEARANCE 1

Criteria

+ Total amount of borrower's
monthly payments on ail Title IV
loans equals or exceeds 20% of
borrower's total monthly gross
income

Procedur,es

+ Borrower must request in writing
+ Drr.rower must provide documentation

of amounts of monthly Title IV
payments and monthly disposable
income

+ Renewable in 12-month intervals up
to a maximum of 3 years 2

+ Borrower's poor health or other
reasons acceptable to the school

+ Borrower must request in writing
+ Renewable in 12-month intervals up

to a maximum of 3 years 2

+ ED authz,-rized period of
forUearance for borrowers affected

:

A national military mobilization;
or
Other national emergencies

+ Agreement of borrower not required

1 Forbearance is granted in the form of a temporary cessation of payments, smaller minimum
monthly payments, or the extension of time for making payments. Interest continues to
accrue during any period of forbearance. The borrower must be willing, but unable, to make
scheduled loan payments.

2 All forbearance periods combined may not exceed 3 years.
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Cohort Default Rate Calculation and Penalties

One of two methods is used to calculate a school's Federal Perkins Loan
cohort default rate.

1. For any award year in which 30 or more of a school's current
or former borrowers enter repayment:

a. The school's cohort default rate is equal to the
percentage of borrowers entering repayment who default

before the end of the following award year.

b. For the 1995-96 award year, the cohort default rate was
based on the borrowers who entered repayment during
the 1992-93 award year.

2. For any award year in which fewer than 30 of the school's

borrowers enter repayment:

a. The school's cohort default rate is equal to the
percentage of borrowers who entered repayment in any
of the three most recent years, and who defaulted before

the end of the year following the year in which the
borrower entered repayment.

b. For the 1995-96 award year, the cohort default rate wag
based on the borrowers who entered repayment during
the 1990-91, 1991-92, and 1992-93 award years.

The method to use to calculate the rate is based on the school's FISAP data.

For purposes of calculating the school's cohort default rate, the FISAP

instructs the school to include only those loans which are in default:

1. 240 days, if the loan is repayable in monthly installments; or

2. 270 days, if the loan is repayable in quarterly installments.
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The following rules also apply for determining which loans must be
reported as defaulted on the FISAP.

1. Since borrowers enter repayment only once during the life of
the loan, a borrower "enters repayment":

a. The day after the end of the initial grace period; or

b. The day after the borrower waives the initial grace
period.

2. If a borrower received Federal Perkins Loans from more than
one school, the borrower's repayment or default is attributed to
the school from which the borrower received the loan that was
scheduled to enter repayment.

3. A loan still is considered in default even if the school, or any
of its employees or other parties affiliated with the school,
make a payment on the loan in order to avoid the borrower's
default.

4. A loan is not considered in default if the borrower has
rehabilitated or made satisfactory arrangements for the
repayment of the loan before the end of the year for which
information is collected to calculate the cohort default rate.

5. If inclusion of a defaulted loan that was improperly serviced or
collected would result in an inaccurate or incomplete
calculation of the school's cohort default rate, the loan is
excluded from the calculation.

A school's cohort default rate applies to all the school's locations that were
in operation on the first day of the award year for which the cohort default
rate is calculated.
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Different penalties apply to schools with high Federal Perkins Loan cohort
default rates, as indicated by the following chart.

FEDERAL PERKINS LOAN DEFAULT PENALTIES

Cohort Default Rate Requiremen Comments

Greater than or
equal to 15%

Implement Default
Reduction Plan

Plan must meet ED regula-
tory requirements. If also
required to establish a
default reduction plan
based on FFELP cohort
default rate, school may
coordinate the two plans.

Greater than or
equal to 20%, but
less than 25%

Annual federal allocation
(FCC) subject to default
rate penalty of .9

Greater than or
equal to 25%, but
less than 30%

Annual federal allocation
(FCC) subject to default
rate penalty of .7

Greater than or
equal to 30%

No FCC.
Default rate penalty = 0

FCC reduced according to
the following formula:
Annual FCC X Default rate
penalty = Reduced FCC

Example:
Cohort default rate = 26%

FCC before application of
penalty = $20,000

FCC after application of
penalty =

$20,000 x .7 = $14,000
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If a school's Federal Perkins Loan cohort default rate equals or exceeds 15
percent, the school must establish a default reduction plan that is approved
by ED.

Measures that a school must take under a Federal Perkins Loan Program
default reduction plan are similar to those that apply to a school with a
high Federal Family Education Loan (FFEL) Program cohort default rate.

A school that has established a FFEL Program default reduction plan may
apply that plan to its Federal Perkins Loan borrowers, if the school notifies
ED that it agrees to do so.

NEW REQUIREMENTS FOR THE FEDERAL WORK-STUDY (FWS)
PROGRAM

The Higher Education Amendments of 1992 broadened the purpose of the
Federal Work-Study (FWS) Program to encourage FWS students to
participate in community service activities.

To ensure that FWS students have an opportunity to perform community
service activities, a school must:

1. Use at least 5 percent of its FWS allocation to compensate
students employed in community service jobs; and

2. Inform all eligible students of the opportunity to perform
community services.

Definition of Community Service

Community services are defined in Section 675.2(b) of the Federal Work-
Study regulations. Basically, community services are those that are
designed to improve the quality of life for community residents, particularly
low-income individuals, or to solve particular problems related to their
needs.

Recognized community service activities for purposes of the FWS Program
are summarized in the chart on the following page.

December 22, 1994 TG 4 - 27



COMMUNITY SERVICE ACTIVITIES AND PROGRAMS

Services with local nonprofit, governmental, and community-based organizations,
.designed to improve the quality of life for community and low-income residents.'

+ Service in field of:
Health or child care
Literacy training
Education (including tutorial services)
Welfare
Social services
Transportation

Housing and neighborhood improvement
Public safety
Crime prevention and control
Recreation
Rural development
Community improvement

+ Support services to students (other than a school's own students) with disabilities

+ Mentoring services for purposes of:
Tutoring
Supporting educational and recreational activities
Counseling, including career counseling

+ Service opportunities or youth corps defined under National and Community Service Act of 1990,2

such as:

Conservation Corps Programs

Conservation, rehabilitation, and the
improvement of wildlife habitat, rangelands,
parks, and recreation areas;
Urban and rural revitalization, historical and
site preservation, and reforestation of both
urban and rural areas;
Fish culture, wildlife habitat maintenance
and improvement, and other fishery
assistance;
Road and trail maintenance and
improvement;
Erosion, flood, drought, and storm damage
assistance and controls;
Stream, lake, waterfront harbor, and port
improvement;
Wetlands protection and pollution control;
Insect, disease, rodent, and fire prevention
and control;
Improvement of abandoned railroad beds
and rights-of-way; and
Energy conservation projects, renewable
resource enhancement, and recovery of
biomass.

Human Service Corps Programs

State, local, and regional governmental
agencies;
Nursing homes, hospices, senior centers,
hospitals, local libraries, parks, recreational
facilities, child and adult day care centers,
programs serving individuals with
disabilities, and schools;
Law enforcement agencies, and penal and
probation systems;
Private nonprofit organizations that primarily
focus on social service such as community
action agencies; and
Activities that focus on the rehabilitation or
improvement of public facilities,
neighborhood improvements, literacy
training that benefits educationally
disadvantaged individuals, weatherization of
and basic repairs to low-income housing
including housing occupied by older adults,
energy conservation (including solar energy
techniques), and removal of architectural
barriers to access by individuals with
disabilities to public facilities.

1 For a complete definition of community services, see Dear Colleague Letter CB-94-4.

2 For a complete listing of service opportunities and youth corps programs, see Section 101, National and

Community Service Act of 1990.
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Other related types of jobs may be acceptable for community service
employment if the activities of the student's employment meet the basic
requirements of the regulatory definition of community service.

Priority should be given to jobs that address the human, educational,
environmental, and public safety needs of low-income individuals.

Establishing Community Service Jobs

In identifying potential community service opportunities, a school should
examine its academic programs to:

1. Determine the types of community service activities it may
want to establish or become involved with; and

2. Identify students interested in community service.

All on-campus FWS jobs must reinforce and complement the student's
educational program or vocational goals, to the maximum extent practical.
ED encourages, but does not require, that off-campus FWS employment he
related to the student's academic or vocational goals.

Community service employment may be on- or off-campus. Existing on-
and off-campus jobs may be reviewed to determine which of those jobs
meet the community service definition.

Schools also are required to identify areas of community service for both
potential on-campus and off-campus jobs through formal and informal
consultation with local nonprofit, governmental, and community-based
organizations.

December 22, 1994 TG 4 - 29



Off-Campus Community Service Employment

In consulting with off-campus nonprofit organizations, a school should:

1. Examine the community service activities in which those
organizations are currently involved; and

2. Explore other types of community service activities that those
organizations would like the school's students to provide.

Since not all off-campus nonprofit organizations may qualify as employers

for FWS community services purposes, schools must determine that:

1. The organization's specific services and activities satisfy the

FWS definition of community services; and

2. FWS general employment conditions and limitations are not

violated.

FWS community service employment:

1. Must pay at least the minimum wage rate;

2. May not displace rei;itlar workers;

3. May not involve the construction, operation or maintenance of

any part of a facility that is used for religious worship or

sectarian instructions; and

4. Must be in the public interest.

Once community service employment opportunities have been identified,

the school and the nonprofit organization must:

1. Develop a job description for each community service job; and
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2. Enter into an off-campus FWS community service agreement.

Each FWS community service job description must include all of the duties
and responsibilities that the student is to perform. The school also must
ensure that the student's FWS community service activities and duties:

1. Provide services that improve the quality of life for community
residents; or

2. Solve a particular need of community residents; and

3. Are in the public interest.

The model FWS off-campus agreement that is contained in Appendix B of
the FWS regulations may be u ed for off-campus FWS community service
employment. The school may modify the wording of that model agreement
to reflect FWS community service employment requirements.

On-Campus Community Service Employment

If the employment is on-campus, the community service must be available
to all members of the community, and not just to those individuals formally
affiliated with the school (i.e., students, faculty, administrators, or other
employees of the school).

The community service also must be open and accessible to the community.
The school must document that it has publicized the service to the
community, and that members of the community use the service.

Example: A school operates a tutoring program that is not restricted to
students enrolled in the school's academic programs. The
school informs all elementary and secondary schools in its
community of the availability of its tutoring program. The
school also advertises the tutoring program in the local press,
through local churches, and by posting notices in local stores.
If students other than those enrolled at the school use the
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tutoring program, an FWS student employed as a tutor in the

program would be considered to be employed in community

service.

Community Service Waiver

If the use of FWS funds for community service would cause a hardship to

the school's students, ED may waive the FWS community service

expenditure requirement if the school can demonstrate that the minimum
five percent requirement would- cause a hardship for students at the school.

The fact that it may be difficult for a school to comply is not a basis for a

waiver.
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SESSION #5

Student Loan Program Management

Session Objectives

Trainees will be able to:

1. Calculate the amount of loan eligibility;

2. Explain how a student attains eligibility for an additional loan;

3. Schedule the disbursement of loans;

4. Describe tasks the school must perform prior to the disbursement or delivery of

any loan proceeds;

5. Identify the repayment provisions governing William D. Ford Direct Loans (Direct

Loans) and Federal Family Education Loan (FFEL) Program loans;

6. Identify options for originating Direct Loans;

7. Describe Direct Loan disbursement requirements;

8. Explain special features of Direct PLUS and Direct Consolidation loans; and

9 Describe the disbursement of FFEL Program loans.

Sources for Further Study

The Elementary and Secondary Education Act of 1994 (Public Law 103-382)

Federal Register, December 1, 1994 (Direct Loan Program participation and origination

criteria for year three)

Federal Register, November 29, 1994 (FFEL Program conforming regulations)

Federal Register, June 29, 1994 (FFEL repayment, deferment, and forbearance requirements)

Federal Register, June 28, 1994 (FFEL Program-General Administration)

Federal Register, May 17, 1994 (technical corrections to the December 18, 1992 FFEL

Program regulations)

Federal Register, April 29, 1994 (FFEL Program closed schools, false certification, and the
discharge of loans)

Federal Register, April 26, 1994 (Direct Loan Program origination requirements for year two)

Dear Colleague Letter GEN 94-41 (loan fees and cost of attendance)

Federal Student Financial Aid Handbook, Chapter 10

Direct Loan School Guide
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CALCULATING THE LOAN AMOUNT

Under the Direct Loan Program and the FFEL Program, the school is

responsible for:

1. Determining the borrower's loan eligibility; and

2. Calculating the loan amount.

The amount of the borrower's eligibility for each of the loan programs is

calculated according to the formulas on the following chart.

December 22, 1994
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FORMULAS FOR DETERMINING
DIRECT LOAN AND FFEL PROGRAM LOAN AMOUNTS

Direct Subsidized/Federal Stafford Loans

Cost of Attendance (COA)2

Expected Family Contribution (EFC)

Estimated Financial Assistance (EFA)

Eligibility for Direct Subsidized/Federal Stafford
(up to annual or aggregate limit, whichever is less)

Direct Unsubsidized/ Federal Unsubsidized
Stafford, and Direct PLUS/Federal PLUS Loans 3

Cost of Attendance (COA)2

E timated Financial Assistance (EFA)

'MEM. Eligibility for Direct Unsubsidized Stafford/Federal
Unsubsidized Stafford or Direct PLUS/Federal PLUS
(up to annual or aggregate limit, whichever is less)

1 The official names of the subsidized loan programs are:
Federal Direct Stafford/Ford Loan Program
Federal Stafford Loan Program

2 The COA must include the amount of the loan fee charged on a Federal Direct Loan, or the
amount of the loan's origination fee and/or insurance premium charged on a FFEL Program
loan. The amount of loan charges included may be the actual amount or an average
allowance.

3 The official names of the loan programs are:
Federal Direct Unsubsidized Stafford/Ford Loan Program
Federal Unsubsidized Stafford Loan Program
Federal Direct PLUS Loan Program
Federal PLUS Loan Program
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The first component in the formulas is cost of attendance (COA). If the
student (or the student's parent) is expected to receive a loan, the COA

must include any loan fee, loan origination fee, or insurance premium.

Borrowers of a Direct Loan are charged a 4 percent loan fee. Maximum

fees for a FFEL Program loan are:

1. A 3 percent origination fee; and

2. A 1 percent insurance fee.

When calculating the COA, schools may use the actual amount or an

average amount of these loan charges, and may make this choice on a

student-by-student basis.

If the actual amount of the student's loan charges is included, the school

may calculate the student's COA only once when determining the amount
of loan eligibility. That is, the student's loan eligibility does not have to be

recalculated to reflect the small increase resulting from inclusion of the loan

costs in the COA.

If an average amount of loan charges is included, the school may use:

1. A single average cost for all of its students; or

2. Different average costs for different categories of its students.

Regardless of the method used to calculate average loan charges, that

average is always based on the loan charges incurred by the school's

borrowers.

Regulatory requirements also apply for determining the amount of the

student's estimated financial assistance, and are summarized in the

following chart.

r.".
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DETERMINING ESTIMATED FINANCIAL ASSISTANCE
FOR DIRECT LOANs/FFEL PROGRAM LOANS

Statutory definition of EFA: All scholarships, grants, loans or other assistance, including veterans
education benefits, known to the school at the time the school determines the student's need.

For an undergraduate student, Federal Pell Grant eligibility must be determined and
documented and, if the student is eligible, must be included even if the student didn't
apply.

+ Any need-based employment and available campus-based aid that the student is
expected to receive must be included as EFA. If the student declined the school's offer
of campus-based funds, the declined awards are not included in the EFA.*

Any veterans benefits paid because of enrollment must be included as EFA.

4 Effective 07/01/95, the gross amount (including fees) of all Direct Loans or FFEL
Program loans for the enrollment period must be counted in the calculation of the EFA.

Direct Unsubsidized Stafford, Federal Unsubsidized Stafford, Direct PLUS, Federal
PLUS, state-sponsored and private loans for educational purposes may replace a
portion or all of the EFC. Any of these loan amounts in excess of the EFC must be
included as EFA.

The EFA used to determine eligibility for a Direct PLUS or a Federal PLUS Loan must
include a Direct Unsubsidized Stafford Loan or Federal Unsubsidized Stafford Loan only
if the student applied for the loan or if the school knows that the student plans to apply
for the loan.

* Under current FFEL Program regulation, but not current Direct Loan Program regulations, the declined
campus-based award must be included in the EFA unless the student declined the campus-based aid
for good reason. For FFEL Program loans made on or after 07/01/95, the EFA does not include any
campus-based aid declined by the student regardiess of the student's reasons fol declining the
campus-based award. Beginning 07/01/95, the rules for determining EFA will be the same for the
Direct Loan and FFEL Programs.

P'f'? 0 Lt: U
December 22, 1994 TG 5 - 5



ANNUAL AND AGGREGATE LOAN LIMITS

Each loan program has an annual and an aggregate loan limit, which may
not be exceeded. A program's aggregate loan limit includes any loans

made under that program and its corresponding Direct Loan or FFEL
Program loan program.

Annual and aggregate loan limits for programs of study that are at least
one academic year in length are listed in the following chart.
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DIRECT LOAN PROGRAM AND FFEL PROGRAM LIMITS 1

... ,..,
Ap

Sr '41e-r,' -
, ,

'Z' ....., fe:(44

Annual Aggregate

For all students:

$2,625
First-year undergraduate 2' 3' 5

$3,500
Second-year undergraduate in current program of study 2' 3

$5,500 2. 4, 6

Upon obtaining 3rd-year status in current program of study

$8,500
For graduate/professional degree study

$23,000 7
Undergraduate

$65,500 7
Graduate study (including amounts
borrowed for undergraduate study)

For independent students, graduate/professional degree students, and dependentstudents for whom the aid
administrator has made a professional judgment decision, the student has additional unsubsidized loan eligibility of:

$4,000
First-year undergraduate 3' 5

$4,000
Second-year undergraduate in current program of study 3

$5,000 4' 6
Upon obtaining 3rd-year status in current program of study

$10.000 5
For graduate/professional degree study

$23,000 7
Undergraduate

$73,000 7
Graduate study (including amounts
borrowed for undergraduate study)

s. A
.

Annual

Cost of attendance minus other ald per eligible dependent Student

.

Aggregate

N/A

1 A student with a bachelor's degree who is completing course work for a second undergraduate major, for which he/she will not
receive a second bachelors degree, is not eligible for any Direct Loan or FFEL Program assistance. A second major does not
meet the definition of "educational credential', and thus the student would not meet the 'regular student" definition.

2 For dependent undergraduate students, the unsubsidized loan limit Includes both subsidized and unsubsidized loans.
3 A student enrolled in a 2-year undergraduate program is eligible each year for only the appropriate first-yearor second-year

annual loan limit, regardless of the number of years he/she attends.
4 A student who has received an associate or baccalaureate degree and is enrolled In a new eligible program for which the prior

degree was required for admission must be given credit for the prior undergraduate education in determining the appropriate
undergraduate annual loan limit.

5 A student with a bachelor's degree who must take additional courses in preparation for a graduate program may only borrow
under the appropriate first-year undergraduate Direct Loan limit or FFEL Program loan limit. Graduate loan limits apply only
when the student has been admitted as a degree candidate in a graduate program, and begins taking enough courses to qualify
as at least half-time on the graduate level.

6 A student enrolled in a teacher's certification or recertification program is considered the same as a fifth-year undergraduate
student.

7 Excluding any capitalized interest.
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PRORATED ANNUAL LOAN LIMITS

What Is Proration?

Proration is the required reduction of the annual maximum loan amounts

that a student may receive under the base Stafford (both subsidized and

unsubsidized) and the additional subsidized Stafford programs.

Prorated or reduced annual loan limits apply to undergraduate borrowers

of:

1. Direct Stafford Loans;

2. Direct Unsubsidized Stafford Loans;

3. Federal Stafford Loans; and

4. Federal Unsubsidized Stafford Loans.

A dependent or independent student may borrow a subsidized (need-based)

or combined subsidized/unsubsidized loan, up to the annual or prorated

limit. This is referred to as the "base amount". An independent student (or

dependent student whose parents cannot borrow a PLUS loan) may also be

able to borrow an "additional amount" of unsubsidized loan, up to the

annual or prorated limit.

When Must You Prorate?

Loan limits must be prorated when:

1. The program length is less than the statutory minimum

academic year in clock or credit hours;

2. The program length is less than 30 weeks and an ED waiver of

the 30-week requirement does not apply; or

zoa
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3. The program is one academic year or longer and the student is
in a final period of study that is less than an academic year in
length.

How Do You Prorate?

The guidelines for proration depend on the following factors:

1. The student's grade level;

2. The length of the student's program of study;

3. Whether you are calculating the base or additional loan
eligibility limits; and

4. Whether the student's program is term-based or nonterm.

The following chart provides an overview of the loan proration guidelines
based on these factors.

2 0December 22, 1994 TG 5 - 9
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Grade Level

This is the first factor that a school should consider in determining the
appropriate proration guidelines.

There are three grade levels that determine how you prorate:

1. First-year undergraduate study;

2. Second-year undergraduate study; and

3. Third-year, fourth-year, or fifth-year undergraduate study.

First-Year Undergraduate Level. For first-year undergraduate students in
programs that are shorter than an academic year, the prorated annual loan
limit is always a fixed amount based on whether the program is:

1. Less than an academic year, but greater than or equal to two-
thirds of an academic year; or

2. Less than two-thirds of an academic year, but greater than or
equal to one-third of an academic year.

If the program is less than one-third of an academic year, the student is not
eligible for any Direct Loan or FFEL Program loan.

Fixed prorated amounts apply to both the base and additional loan
eligibility limits. Further, fixed prorated amounts are the same regardless
of whether the 'student is attending a term-based or nonterm program.

The following chart shows the statutory minimum requirements for:

1. A full academic year;

2. At least two-thirds but less than a full academic year; and
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3. At least one-third but less than two-thirds of a full academic
year.

Note that both hours and weeks must be considered when determining

whether proration is required, and the lesser calculation determines the

fixed prorated amount.

LOAN PRORATION: FEDERAL DIRECT LOAN AND FFEL PROGRAMS
STATUTORY PRORATION

Program j_ength

1 academic year
statutory requirement

900 clock hours
24 semester hours
36 quarter hours
30 weeks

At least 2/3 but less than one full
academic year*

600 - 899 clock hours
16 - 23 semester hours
24 - 35 quarter hours
20 - 29 weeks

At least 1/3 but less than 2/3 of a
academic year*

300 - 599 clock hours
8 - 15 semester hours
12 - 23 quarter hours
10 - 19 weeks

* Note: Proration must be calculated using both hours and weeks, and is based on the lesser

2!..4
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The fixed amount proration is determined using the following fractions:

(1) Credit/clock hours in the program

Credit/clock hours in the school's definition of an AY*

*within statutory requirements

(2) Weeks of instructional time in remaining portion of student's program

30 weeks in statutory definition of an AY

The smaller of the two fractions is then used to determine whether the
program is:

1. At least two-thirds of an academic year;

2. At least one-third of an academic year; or

3. Less than one-third of an academic year.

The chart on Page TG 5-10 shows the loan limit that corresponds to the
fraction of the year calculated above. Note that the loan limits for the base
and additional unsubsidized amounts are different.

A student enrolled in a program that is shorter than an academic year may
never borrow for that program an amount more than the prorated first-year
annual loan limit, regardless of how long it takes the student to complete
the program.

December 22, 1994 2 15 TG 5 - 13



Example: Clock-hour program of study, shorter than an academic year

+ Academic year: 900 clock hours
30 weeks

4 Program:

Proration:

600 clock hours
15 weeks

600 clock hours in the program 2

900 clock hours in school's definition of AY* 3

within statutory requirements

15 weeks of instructional time in the program 1

30 weeks in statutory definition of an AY 2

Use the lesser of the two calculations.

Since the program is shorter than an academic
year, fixed prorated amounts apply to both the base
and additional loan eligibility limits.

Base maximum loan limit = $875

Additional maximum loan limit = $1,500

Second-Year Undergraduate Grade Level. For students who have
successfully completed their first undergraduate year of study and arc now
in the second-year grade level, proration is only required if the remaining
portion of a student's program of study is less than an academic year. For

these students, proration rules differ for base Stafford and additional
unsubsidized Stafford loans. Proration guidelines also depend on whether

the student's program is term-based or nonterm.

Term-Based Program and Nonterm Program Guidelines. For term-based
programs, the school first determines whether the remaining portion of the
term-based program is less than an academic year based on:

1. The number of terms that are in the program's academic year;
and
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2. The number of terms it takes for the student to complete the
remaining portion of his or her program.

Proration is required only if the number of terms in which the student will
complete the remaining portion of his or her program is less than the
number of terms in the program's academic year.

Example: A student has applied for a loan to cover the costs of the 12
remaining hours of his program. The academic year for the
student's program consists of two semesters.

1. If the student plans to complete the remaining 12 hours
in one semester:

a. The remaining portion is shorter than an academic
year; and

b. Loan proration is required.

2. If the student plans to complete the remaining portion in
two semesters:

a. The remaining portion is equal to an academic
year; and

b. Loan proration is not required.

For nonterm programs that are longer than an academic year, proration is
required if the remaining number of hours to be completed is less than the
minimum number of credit or clock hours in the program's academic year.

Example: A student is enrolled in a 1,500-clock-hour program. The
program's academic year is defined as 900 clock hours and 30
weeks. If the student is applying for a loan for the final 600
clock hours of his program, the loan must be prorated since
600 clock hours is less than an academic year.

December 22, 1994 0 1 V
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Once the student has borrowed this prorated annual loan limit,
the student is not eligible for any further Direct Loan or FFEL
Program loan for his program of study.

If loan proration is required, the base loan eligibility amount is calculated
using the following proportional fraction:

Credit/clock hours in remaining portion of the student's program

Credit/clock hours in the program's AY*

*within statutory requirements

The base annual loan limit is multiplied by the above fraction.

The additional unsubsidized amount is determined using the fixed
proration amounts that apply to second-year undergraduate students.

The example on the following page shows the calculations for both the base
and the additional unsubsidized loan amounts.

f'

December 22, 1994 TG 5 - 16



Example: An independent student has 6 hours remaining in a two-year
associate degree program, which he will complete in one final
semester. He has applied for a subsidized and an
unsubsidized loan. The school defines the program's academic
year as 24 semester hours and 30 weeks. Each semester is 15
weeks long.

Reduced loan limits apply since the remaining portion (i.e., one
semester) is less than an academic year. The base amount of
the student's subsidized /unsubsidized loan eligibility is
calculated using the proportional fraction. The portion of the
academic year represented by the remaining credit hours is:

6 semester hours remaining in the program 1

24 semester hours in school's definition of an AY* 4

*within statutory requirements

The "base amount" of the student's subsidized/unsubsidized
loan eligibility is calculated:

1

4
x $3,500 (the second-year annual loan limit) = $875

The student's eligibility for the "additional" unsubsidized
Stafford is a fixed amount proration based on the lesser of the
two following fractions:

6 semester hours remaining in the program 1

24 semester hours in school's definition of an AY* 4

*within statutory requirements

15 weeks remaining in the program 1

30 weeks in statutory definition of an AY 2

2 13
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Since the remaining number of hours is less than one-third of
an academic year, the student is ineligible for any "additional"
unsubsidized loan.

Third-Year, Fourth-Year, or Fifth-Year Undergraduate Levels. For students
who have successfully completed their second year of undergraduate study
and are now in the third-year, fourth-year, or fifth-year grade level, the
proration guidelines depend on whether the program is term-based or
nonterm-based. Following the term-based and nonterm program guidelines
on pages TG 5-14 and TG 5-15 first determine if proration is required.

If proration is required, use the proportional fraction formula on Page TG
5-16 to calculate both the base and the additional unsubsidized loan
amounts.

Example: Term-based program greater than 2 academic years,
remaining portion shorter than an academic year

+ Academic year: 36 quarter hours
30 weeks

+ Program: 4 years

+ After 3 years, the student enrolls half-time (12 quarter hours total) for 2
quarters to complete the program of study.

+ Proration: Proportional proration applies to both the base and additional
loan eligibility limits.

Base 12 hours in remaining portion
maximum = of student's program
loan limit 36 hours in program's AY*

Additional 12 hours in remaining portion
maximum = of student's program
loan limit 36 hours in program's AY*

within statutory requirements

X $5,500 = $1,833

X $5,000 = $1,667
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CASE STUDIES PRORATED LOAN LIMITS

For each of the following case studies, assume that the student demonstrates need
for the maximum amount of loan for which he or she is eligible.

Case study 1

Anne is a dependent student enrolled in a 750-clock-hour program. Her program is
scheduled to extend over 15 weeks. The academic year for Anne's program is
defined as 900 clock hours and 30 weeks. What are the maximum amounts of
Direct Stafford and Direct Unsubsidized Stafford for which Anne is eligible?

Case Study 2

Bill is an independent student completing a four-year bachelor's degree program.
He has been enrolled for 8 semesters. Each semester is 15 weeks long. The
academic year for his program is defined as 24 semester hours and 30 weeks. Bill
needs only 15 semester hours to complete the requirements of his program.
Although he would like to complete these remaining 15 credit hours during the
upcoming fall semester, he has been offered an off-campus job that will begin in
September. If he decides to take the job, he will enroll for 9 hours in the fall
semester, and 6 hours in the spring semester. Since the amount of loan he may
borrow is a factor in making his decision, he asks the aid administrator to compute
the maximum amount he may borrow if he completes his program:

1. After the fall semester; or

2. After the fall and spring semesters.

Case Study 3

Carl is an independent student enrolled in a 1,350-clock-hour program, which is
expected to last 45 weeks. The academic year for Carl's program is defined as 900
clock hours and 30 weeks. The academic year is divided into two payment periods
of 450 clock hours each. Carl borrowed a $2,625 Federal Stafford Loan for the
program's first 900 clock hours, and has applied for the maximum amount of
subsidized and unsubsidized Federal Stafford Loan for the remaining 450 clock
hours of his program. What is the maximum amount of his loan eligibility for the 450
clock hours?

e)
L
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SOLUTIONS TO PRORATION CASE STUDY SCENARIOS

Solution 1

"Fixed amount" prorated loan limits apply since Anne's program of study is less than
an academic year. The school determines the portion of the academic year repre-
sented by the clock hours and weeks in her program as follows:

750 clock hours in the program 5
900 clock hours in the statutory definition of an AY 6

15 weeks in the program 1

30 weeks in the statutory definition of an AY 2

Since Anne's program is less than one academic year but greater than one-third of
an academic year, the maximum Direct Stafford Loan she may borrow is $875. She
is not eligible for any Direct Unsubsidized Stafford Loan since $875 is the maximum
amount she may borrow under both loan programs for her program of study.

Solution 2
. .

"Proportional" prorated loan limits would apply only if Bill decides to complete his
program during the fall semester. In this situation, proration is based on the number
of credit hours remaining in Bill's program. The school determines the portion of the
academic year represented by the remaining credit hours in his program as follows:

15 credit hours remaining in the program 5

24 credit hours in the statutory definition of an AY 8

The prorated annual loan limits are calculated:

5 $3,438 base amount of subsidized/$5,500 x =
8 unsubsidized Federal Stafford eligibility

$5,000
5

8 Federal Stafford eligibility
$3,125 additional unsubsidized

If Bill enrolls at least half-time for both semcAers, he would be eligible for the full
fourth-year maximum annual loan limits.
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Solution 3

Prorated loan limits apply since the remaining portion of Carl's program is less than
an academic year. Because Carl is in the second academic year of his program and
is an independent student, he is subject to "proportional" proration for the base
amount of subsidized/unsubsidized Stafford eligibility and a "fixed amount' proration
for additional unsubsidized Stafford eligibility.

The school determines the portion of the academic year represented by the
remaining clock hours in his program as follows:

450 clock hours remaining in the program 1

900 clock hours in one program's AY* 2

* within statutory requirements

The maximum amount of subsidized Federal Stafford Loan eligibility is calculated:

1
$3,500 x = $1,750 subsidized Federal Stafford eligibility

2

Carl is not eligible for any base amount of unsubsidized Federal Stafford Loan since
$1,750 is the maximum amount of his "base" subsidized and unsubsidized loan
eligibility for the remaining 450 clock hours of his program.

Carl's additional unsubsidized Stafford eligibility is calculated using the lesser of the
following two fractions:

450 clock hours remaining in the program 1

900 clock hours in one program's AY* 2

* within statutory requirements

15 weeks remaining in the program 1

30 weeks in the statutory definition of an AY 2

Since the remaining portion of Carl's program is less than two-thirds of an academic
year but greater than one-third of an academic year, Carl is eligible for a maximum
of $1,500 under the additional unsubsidized annual loan limit.

,r1 0
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DETERMINING THE FREQUENCY OF ANNUAL LOAN LIMITS

If a student enrolled in a program longer than an academic year has
borrowed the maximum annual loan limit, an academic year must elapse
before the student regains eligibility to borrow another Direct Loan or FFEL
Program loan.

Schools are responsible for monitoring the student's borrowing. If the
annual loan limit is exceeded, the student loses Title IV eligibility for the
remainder of the academic year. However, if the student inadvertently
borrowed in excess of the annual loan limit, the student may regain Title IV
eligibility by repaying the amount borrowed in excess.

Different options exist for determining when the student regains eligibility
for an additional loan.

Term-based Programs

For students enrolled in term-based programs, a school may define the
student's academic year under:

1. A scheduled academic year standard; or

2. A borrower-based academic year standard.

A scheduled academic year corresponds to the fixed academic year or fixed
calendar period that is published in the school's catalogue and other
printed materials. It is a fixed period of time that generally begins and
ends at the same time each calendar year. A student is not required to
attend each term within a scheduled academic year.

A "borrower-based academic year":

1. Floats with the student's attendance and progression in his or
her degree program;

December 22, 1994
p.o

TG 5 - 22



2. Corresponds to the scheduled academic year, or includes a
period of enrollment the student would not be required to
attend and a term within the scheduled academic year; and

3. May begin with any term within a calendar year provided the
student is enrolled at least half time during that term.

The student need not attend more than one term in his or her borrower-
based academic year, but the borrower-based year must begin with a term
the student actually attends.

For term-based programs, a school may choose either academic year
standard only if:

1. There are at least 30 weeks in the school's scheduled academic
year; or

2. ED has granted the program a waiver of the minimum 30-week
requirement.

As long as the school meets the requirements of each standard, the school
may:

1. Apply either standard on a student-by-student basis;

Switch between standards for a given student; or

3. Establish a policy using:

a. One or the other standard as an institutional standard;
Or

b. A particular standard for a group of students, such as
students enrolled in a particular program of study.

4;
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The school must use a scheduled academic year that meets the statutory
requirements of an academic year when determining a student's loan
eligibility if:

1. The school's academic year contains fewer than 30 weeks; and

2. The program was not granted a waiver of the minimum 30-
week requirement.

If a school has a choice of academic year standards, the school should have
a written policy that explains how it chooses to apply these options when
certifying loan eligibility.

Scheduled Academic Year Standard

A scheduled academic year is always based on a fixed period of time.
However, if the school is using the scheduled academic year standard and
the program's scheduled academic year does not include a summer term,
the school must assign a student's summer loan application to a particular
scheduled academic year.

Under the scheduled academic year standard, if the school's summer term
consists of mini sessions, all of the mini sessions may be counted as a
single term even though a student does not attend all of the mini sessions.
However, the cost of attendance for the summer term may not include any

costs for a period during which the student is not enrolled.

1. A school may assign a student's summer loan application to a
particular scheduled academic year by adding the summer
term:

a. To the end of a scheduled academic year as a "trailer";
or

b. To the beginning of a scheduled academic year as a
"leader."

`11:-
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2. The school also may switch between using the summer term as
a "trailer" or a "leader" at a later point in the student's
program provided:

a. Annual loan limits are not exceeded; and

b. Academic years do not overlap.

The school also may consider mini sessions offered during the summer as
individual terms assigned to different scheduled academic years, and
designate:

1. One mini session as a "trailer"; and

2. Another mini session as a "leader".

In addition, the school may switch the student to a borrower-based
academic year, but only if:

1. There are at least 30 weeks in the prograth's scheduled
academic year; or

2. ED has granted the program a waiver of the minimum 30-week
requirement.

Once a student has borrowed the maximum annual loan limit for a
particular loan program during the academic year, the student is not
eligible for any additional amount for that academic year unless the
student:

1. Progresses to a different grade level that has a higher annual
loan limit; or

2. Enrolls in another program that has a higher annual loan limit,
such as a transfer from:
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a. An associate degree program to a bachelor's degree
program; or

b. A bachelor's degree program to a graduate or
professional degree program.

If the student's dependency status changes from dependent to independent
during the academic year, the student may be considered for the
"additional amount" of a Direct Unsubsidized Stafford Loan or a Federal
Unsubsidized Stafford Loan based on the change in dependency status.

In each of these situations, the additional amount of loan the student may
obtain is limited to the difference between the applicable annual loan limits.

Borrower-Based Academic Year Standard

The borrower-based academic year the school establishes must meet the

statutory requirements of an academic year or its equivalent.

For term-based programs, the borrower-based academic year:

1. Must consist of at least the same number of terms that are in
the school's scheduled academic year;

2. May include only those terms in which it is possible for
students to enroll at least half-time; and

3. Need not, if it does not correspond to the scheduled academic
year, contain 30 weeks of instructional time or the minimum
number of credits required for the scheduled academic year.

A student does not regain eligibility for an additional annual loan limit
until the calendar period associated with all of the terms in the student's
borrower-based academic year has elapsed.

o

December 22, 1994 TG 5 - 26



A student's borrower-based academic year that includes a summer term
generally will not correspond to the scheduled academic year, and therefore
need not contain 30 weeks of instructional time or the minimum number of
credit hours required for the scheduled academic year.

In a borrower-based academic year, all mini sessions offered during the
summer must be counted as a single term. If the student does not enroll in
all of the mini sessions, the COA includes only those costs for the mini
session(s) in which the student is enrolled.

If the school has the option of using either academic year standard:

1. Any change in academic year standards may not result in the
student's exceeding his or her maximum annual loan limit; and

2. The school should have a written policy that explains how it
chooses to apply these options.

Once a student has borrowed the maximum annual loan limit for a
particular loan program during his or her borrower-based academic year,
the student is not eligible for any additional amount for that loan period
unless the student:

I.. Progresses to a different grade level that has a higher annual
loan limit; or

2. Enrolls in another program that has a higher annual loan limit,
such as a transfer from:

a. An associate degree program to a bachelor's degree
program; or

b. A bachelor's degree program to a graduate or
professional degree program.
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If the student's dependency status changes from dependent to independent
during the borrower-based academic year, the student may be considered
for the "additional amount" of a Direct Unsubsidized Stafford Loan or a
Federal Unsubsidized Stafford Loan based on the change in dependency
status.

In each of these situations, the additional amount of loan the student may
obtain is limited to the difference between the applicable annual loan limits.

Nonterm Programs

For students enrolled in nonterm programs, a school may define the
student's academic year only in terms of a borrower-based academic year,
which must meet the statutory minimum requirements of an academic year.
A student does not regain eligibility for an additional annual loan limit
until he or she completes both:

1. The required number of weeks in the statutory definition of an
academic year; and

2. The number of credit or clock hours in the statutory definition
of an academic year.

Once a student has borrowed the loan's maximum annual limit for a
particular loan program during his or her borrower-based academic year,
the student is not eligible for any additional amount for that loan period
unless the student:

1. Enrolls in another program that has a higher annual loan limit;
Or

2. For purposes of a Direct Unsubsidized Stafford Loan or a
Federal Unsubsidized Stafford Loan only, has a change in
dependency status from dependent to independent.
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The additional amount of loan the student may obtain for the same
borrower-based academic year is limited to the difference between the
applicable annual loan limits.

Transfer Students

For transfer students, the new school must determine whether tEe loan
period for a loan obtained at the prior school overlaps with the loan period
on the student's current loan application. To make this determination, the
new school:

1. May obtain documentation from the prior school that identifies
the type of academic year (i.e., scheduled or borrower-based)
used to certify the student's prior loan; or

2. May count the number of weeks that have elapsed since the
beginning date of the studen t's prior loan period as reported
on the student's financial aid transcript.

a. If there are at least 30 weeks, no overlap exists.

b. If there are fewer than 30 weeks, the full amount of the
previous loan borrowed (i.e., the amount disbursed plus
any loan charges) must be deducted from the applicable
annual loan limit for the loan being certified.

However, in this situation, the new school may want to obtain
documentation regarding the academic year used by the prior school for the
previous loan. If the documentation reveals that the student's prior loan
covered the last term in the prior school's academic year, the student would
be eligible for the full annual loan limit at the new school.

The chart on the following page highlights the main points of this
discussion on determining the frequency of annual loan limits.

December 22, 1994 231 TG 5 - 29



FREQUENCY OF ANNUAL LOAN LIMITS

Scheduled
Academic
Year
Standard
(SAY)

Begins at the same time each year
School must use a SAY that meets the
statutory requirements of an academic year
Loan period may not always include all terms
in SAY
Borrower always regains eligibility at
beginning of SAY
All loans borrowed within SAY must be within
annual limit for student's grade level

After original loan, additional loans are
permissible if:
a) Student has remaining eligibility; or
b) Student progresses to the next grade

level
Summer term may be *leader' or 'trailer'; per

Strict policy
By program
Case by case

Mini sessions may be treated as a single term
or individual terms assigned to different SAYs

Not applicable

Borrower-
Based
Academic
Year
Standard
(BBAY)

Floats with student's enrollment
School may use if SAY is at least 30 weeks
Length of BBAY must equal number of terms
in SAY, not including summer

Number of hours/weeks in BBAY need not
meet 30-week minimum
BBAY begins with term in which student
actually enrolls
BBAY may include terms student does not
attend, if student could have enrolled at
least half-time

Mini sessions must be treated as a single
term

Student need not enroll in all, but must
have been able to enroll in all at least half-
time

School may use BBAY for
All students
Certain programs
Certain students

May alternate SAY and BBAY for a student if
no overlap of academic years

BBAY must meet the
minimum statutory
requirements or
equivalent
Student may not
borrow additional
loan for procress to
next grade level until
the student
completes the
minimum number of
weeks and credit/
clock hours in an
academic year

December 22, 1994 TG 5 - 30



CASE STUDIES
REGAINING ELIGIBILITY FOR AN ADDITIONAL ANNUAL LOAN LIMIT

For each of the following case studies, assume that the student demonstrates need
for the maximum annual loan limit.

Case Study 1

Diane is a dependent student, and needs only 12 semester hours to complete a
bachelor's degree program. The academic year for her program of study is 24
semester hours and 30 weeks. Although the school uses the scheduled academic
year standard for monitoring the annual loan limits for all its students, the school will
treat the summer term either as a "trailer" or a "leader to the scheduled academic
year. After completing the second semester of the fourth year, Diane has borrowed
the following Direct Stafford Loans:

1st Semester 2nd Semester Summer
Year 1 $1,000 $1,000 $625 (trailer)
Year 2 $1,500 $1,500 $500 (trailer)
Year 3 $2,750 $2,750
Year 4 $2,700 $2,000

Grade Level 1 = $2,625
Grade Level 2 = $3,500
Grade Level 3 = $5,500
Grade Level 4 = $4,700

Diane would like to complete her program by enrolling during the summer. She has
applied for a $1,000 Direct Stafford Loan. How much loan may be certified for the
summer?

Case Study 2:

Ed is a dependent student in a bachelor's degree program. Because of his summer
enrollment, he has earned enough credit hours to classify as a fourth-year student
after completirrg the first semester of Year 3. The academic year for his program of
study is 24 semester hours and 30 weeks. The school uses both the scheduled
academic year and borrower-based academic year standards for monitoring the
annual loan limits. Using the scheduled academic year standard, the school has
certified the subsidized Federal Stafford Loans listed on the following page for Ed.
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Case Study 2
cont'd..

Year 1
Year 2
Year 3

1st Semester 2nd Semester Summer
$1,312 $1,313
$1,750 $1,750 $1,000 (leader)
$2,375 $2,125

Grade Level 1 = $2,625
Grade Level 2 = $3,500
Grade Level 3 = $5,500

Ed would like to apply for an additional $1,500 for the second semester of Year 3. Is

he eligible for the additional amount, and if so, why?

Case Study 3

Frank is an independent student enrolled in a bachelor's degree program. He is
beginning the fourth year of his program. The academic year for his program of

study is 24 semester hours and 30 weeks. The school uses both the scheduled
academic year and borrower-based academic year standards for monitoring the
annual loan limits. Since he transferred to the school from a local community col-
lege during the middle of his second year, the school has used the borrower-based

academic year standard when determining Frank's eligibility for loans. Frank did not
borrow any loans while attending the community college. The school has certified
the subsidized Federal Stafford Loans listed below for Frank.

1st Semester 2nd Semester Summer

Year 1
Year 2 $2,000 $1,500

Year 3 $2,750 c;2,750 $1,500

Grade Level 1 = 0
Grade Level 2 = $3,500
Grade Level 3 = $5,500
Grade Level 4 = $1,500

Frank would like to borrow the maximum amount of a subsidized Federal Stafford
Loan for both terms of Year 4. How much is Frank eligible for each term?
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TREGAINING ELIGIBILITY FOR AN ADDITIONAL ANNUAL LOAN LIMIT
CASE STUDY SOLUTIONS

Solution 1

If the school continues to treat the summer term as a "trailer," Diane is only eligible
for an additional $800 for the summer. However, if the school treats the summer as
a "leader," this would be the beginning of a new scheduled academic year. In this
situation, the loan must be prorated since the remaining portion of her program is
less than an academic year. Diane could borrow the amount she requested for the
summer only if the prorated annual loan limit is at least $1,000.

Solution

If the school continues to use the scheduled academic year standard, Ed would not
be eligible for any additional loan for the second semester of Year 3. Even though
Ed has advanced to the next grade level, the maximum annual loan limit for
subsidized Federal Stafford Loans is the same for third- and fourth-year students.
Under the scheduled academic year standard, Ed doesn't regain any loan eligibility
until the summer.

However, if the school switches to the borrower-based academic year standard
effective with the summer preceding Year 3, the summer and the first semester of
Year 3 could constitute one borrower-based academic year. The second semester
of Year 3 would begin a new borrower-based academic year and Ed would be
eligible to borrow the additional $1,500 for the second semester.

...Solution sr

The summer following Year 3 and the first semester of Year 4 constitute one
borrower-based academic year. Since Frank has already borrowed $1,500 during
the summer, the school may not certify more than $4,000 for the first semester of
Year 4. The 12-week second semester of Year 4 begins another borrower-based
academic year. Frank regains eligibility for an additional annual loan limit at that
time. However, if the second semester of Year 4 is the final term of Frank's program
of study, he is in a remaining period of enrollment and the loan must be prorated.
The prorated amount would be $2,200 ($5,500 X 12/30 = $2,200).
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MULTIPLE DISBURSEMENT REQUIREMENTS

The school is responsible for the disbursement schedule for each Direct

Loan or FFEL Program loan. All Direct Loan and FFEL Program loan

proceeds must be multiply disbursed. In addition:

1. No installment amount may exceed one-half of the loan

proceeds; and

2. The second disbursement may not be made until at least one-

half of the loan period has elapsed.

However, there are the following exceptions to the multiple disbursement

requirement:

1. A single disbursement may be made if the first disbursement

would take place on or after the time scheduled for the second

disbursement.

2. For term-based programs only, a second or subsequent
disbursement can be made before one-half of the loan period

has elapsed ir order for the disbursement to be made at the
beginning of the second semester, quarter, or similar division

of the school's academic period.

3. Multiple disbursements are not required for a student enrolled

in an eligible foreign school, but are required for enrollment in
study-abroad programs approved for credit by the home

institution.

Under current FFEL Program regulations, if the second or subsequent

disbursement is made before the midpoint of the loan period, then it may

not be made earlier than 30 days before the next scheduled academic period

begins.

,2 3
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Beginning July 1, 1995, if the FFEL proceeds are to be disbursed by means
of an electronic funds transfer (EFT) or master check, the school may not
request the disbursement earlier than the thirteenth day before the first day
of the enrollment period. However, if a school is subject to the 30-day
delayed delivery requirement, the school may not request the disbursement
of the first installment of the student's loan earlier than twenty-fourth day
of the student's enrollment period regardless of the method the FFEL lender
uses to disburse the loan proceeds.

SCHOOL PAYMENT OF THE LOAN PROCEEDS

A school's payment of loan proceeds to the borrower is called:

1. Disbursement in the Direct Loan Program; or

2. Delivery in the FFEL Program.

Although the disbursement process differs for the two sets of loan
programs, there are common responsibilities that schools must perform
prior to the payment of any loan proceeds to borrowers.
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SCHOOL REQUIREMENTS PRIOR TO DISBURSEMENT OF A DIRECT LOAN
OR DELIVERY OF A FFEL PROGRAM LOAN

Requirements

Confirm student eligibility including:
4 At least half-time enrollment at time of Direct

Loan disbursement or FFEL Program loan
delivery '

Comments

0 A temporary cessation of half-time enrollment
permitted if school:

Recalculated student's COA and borrower
still qualifies for full amount of the loan; and
Documents student's enrollment status,
revised COA, and continued eligibility

.0 Continued satisfactory academic progress at 4 Assessment of satisfactory progress not required
time school's policy requires an assessment of at time loan disbursed/delivered unless required

satisfactory progress by school's policy

4 Verification completed, if required

4 Receipt of all required financial aid transcripts

4 Loan counseling completed, if required 4 Entrance counseling required only for first-time
student borrowers

For loans made prior to 07/01/95, "first-time"
means first-time attendance at the school
regardless of whether student borrowed a
Direct Loan or a FFEL Program Loan at
another school
For loans made on or after 07/01195, a "first-
time" borrower is a student who has not
previously borrowed a Direct Loan or a FFEL
Program loan

4 No overaward exists at time of Direct Loan
disbursement or FFEL Program loan delivery

4 Sum of loan installment and student's other
resources may not exceed student's need

All or portion of Direct Unsubsidized Stafford
Loan, Federal Unsubsidized Stafford Loan,
Direct PLUS, or Federal PLUS may be used to
replace EFC
Determination excludes $300 FWS overaward
tolerance for students with FWS awards
To eliminate amount in excess of need, school
must: 1. return excess amount; and/or 2.
adjust the amount of a subsequent
disbursement

+ 30-day delayed Direct Loan disbursement or
FFEL Program loan delivery to student borrowers
4 Applies only to first installment made to first-

time borrower in the first-year of an
undergraduate program

4 Installment may not be paid until 30 days after
the first day of student's program of study

4 Not applicable if student borrowed a Direct Loan
or FFEL Program loan at another school

4 If a FFEL Program loan, school may not request
the disbursement earlier than the twenty-fourth
day of the student's enrollment period

1 If a student delayed his or her attendance in the program for

the student as having maintained FFEL Program eligibility fr
she is eligible at the time of disbursement or delivery.
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Among those responsibilities is the requirement to perform entrance and
exit loan counseling. ED provides schools participating in the Direct Loan
Program with materials that may be used in performing entrance and exit
counseling.

For schools that develop their own loan counseling materials, the following
chart outlines the minimum regulatory requirements governing entrance
and exit interviews.

-
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ENTRANCE/EXIT LOAN COUNSELING
Direct Subsidized, Direct Unsubsidized, Federal Stafford and Federal Unsubsidized Stafford

ENTRANCE
+ In-person presentation or by videotaped or

computer-assisted technology. Individual with Title
IV expertise must be available to answer borrowers
questions.

+ Written counseling materials permissible for
students enrolled in correspondence study or study
abroad programs.

OR

+ Alternate Entrance Counseling Approach` for Direct
Loan borrowers only

Written counseling material provided to first-time
Direct Loan borrowers
Counseling efforts are targeted for certain groups
of borrowers
Entrance counseling plan must be part of schoors
quality assurance plan

ENTRANCE

+ Prior to delivery of the first disbursement of a loan to

any first-time borrower at the school

WHAT to cover:

EXIT

+ In-person presentation.

+ Written counseling materials: 1) permissible for
students enrolled in correspondence study, or study
abroad program; 2) mandatory for students who
have withdrawn without notifying the school or falling
to attend scheduled exit counseling.

+ Provision must be made to collect required updates
of information for reporting to lender (FFEL Program)
or ED servicer (Direct Loans).

EXIT

+ Shortly before any borrower ceases at least half-
time enrollment or (by mail) within 30 days after
learning that student has withdrawn or failed to
attend scheduled exit counseling

CORE ITEMS
(required for both entrance and exit counseling)

a Remind students to keep Direct Loan servicer/
FFEL lender informed

.0 Review loan terms and conditions
0 Review student rights and responsibilities
a Review available repayment options
a Review deferment, forbearance, andcance6tion

conditions

-0 Review consequences of delinquency and default
a Emphasize that loan repayment is required even if

program is not completed or doesn't meet borrowers
expectations

+ Counsel on personal financial planning
+ Provide data on average indebtedness and average

monthly repayment

ENTRANCE

+ Emphasize the importance and seriousness of the

borrowers repayment obligation
+ Explore all sources of aid
+ Stress constraints on aid
+ Discuss annual loan frequency and school's policy

on this and how it works
+ Urge students to read and save all loan documents
+ Describe consequences of multiple borrowing
+ Review requirements for satisfactory academic

progress
+ Review school's refund policy
+ Explain sale and servicing of loans

+-

4

a

EXIT

Review loan repayment obligations
Provide information on debt management strategies
Provide name and address of borrowers Direct Loan
servicer and/or FFEL lender
Obtain name and address of next of kin, borrowers
expected address upon leaving school, and
expected employer's name and address
Correct institutional record, if needed, of borrowers
name, address, social security number, references,
next of kin, expected employment, and drivers
license number

0 Required for schools to comply with Appendix D (Default Reduction Measures, Student Assistance General

Provisions regulations)
* Effective July 1, 1995,
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Beginning July 1, 1995, if a school has a quality assurance plan under the
Direct Loan Program, the school may develop a counseling plan under
which it provides written entrance counseling materials to all students
subject to this counseling requirement and more intensive counseling to
students most likely to default. This alternative approach for entrance
counseling may be used only for student borrowers of a Direct Loan.

Under the alternative approach, the school's entrance counseling plan:

1. Must focus on those factors that are related to the default of its
students; and

2. Must be continually evaluated to assess its effectiveness in
preventing default.

If ED determines that the school's plan is not adequate in preventing
default, the school will not be permitted to use this alternative counseling
approach.

REPAYMENT OF DIRECT LOANS AND FFEL PROGRAM LOANS

Most of the provisions governing the repayment of Federal Direct Loans
and FFEL Program loans are similar.

Grace Period

A grace period is a period during which the borrower is not required to
make payments on the loan. After a borrower has used up a loan's grace
period, repayment of the loan must begin unless the borrower has been
granted forbearance or deferment.

241
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GRACE PERIODS FOR DIRECT LOANS AND FFEL PROGRAM LOANS

,k

Direct Stafford Loan 1 6 months.

Direct
Unsubsidized
Stafford Loan 1

6 months on repayment of principal only. During the in-school and
grace periods, interest may be paid or accrued and capitalized.
"Capitalized" means accrued interest is added to the loan principal

when the borrower enters repayment.

Direct PLUS Loan

None. Repayment of principal and interest begins on the date the
loan is fully disbursed. Interest begins to accrue on the date of the

loan's first disbursement.

Direct
Consolidation

Loans

6 months only if the Direct Consolidation Loan includes a Direct Loan

or FFEL Program loan for which the borrower is in an in-school
period at the time of consolidation.

If a Direct Subsidized Consolidation Loan eligible for a grace
period, repayment begins the day after the grace period ends.
If a Direct Unsubsidized Loan eligible for a grace period,
repayment of principal begins on the day after the grace period

ends. During the in-school and grace period interest may be paid

or accrued and capitalized.
If borrower was not in an in-school period at time of consolidation,
the repayment period begins on the day the loan is made.

Federal Stafford Loan 1
6 months for all loans for periods of enrollment 01/01/81 and after.
9-12 months for all loans for periods of enrollment before 01/01/81.

Federal
Unsubsidized

Stafford 1

6 months on repayment of principal only. Interest may be paid or
accrued and capitalized during the in-school and grace periods.
Accrued interest is added to the loan principal as the interest comes

due. (This means "capitalized.")

.

Federal SLS 2'3
and Federal PLUS

None. Repayment of principal and interest begins on the date the
loan is fully disbursed. Interest begins to accrue on the date of the

loan's first disbursement. For Federal SLS borrowers and new
borrowers of a Federal PLUS Loan on or after 07/01/93, repayment

may be deferred while the student is enrolled at least half-time and
interest may be capitalized.

Federal
Consolidation Loan

None. Repayment of principal and interest begins on the day the

loan is disbursed.

1 If the grace period has not already been used, the loan's grace period begins on the date the student ceased to be enrolled at

least half-time.
2 The Federal SLS program was discontinued on 07/01/94.

3 Combined Federal SLS/Federal Stafford borrowers have the option to defer Federal SLS repayment fcr .ip to 6 months after at

least half-time enrollment ceases. This provision applies only when the borrowers Stafford Loans have not entered repayment.

(-1
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Interest Rates

Beginning in 1994, with the inception of the Direct Loan Program, Direct
Loans and FFEL Program Loans have the same interest rates and interest
rate caps.

Variable interest rates on subsidized and unsubsidized Federal Stafford
Loans became effective for loans for which the first disbursement was made
on or after October 1, 1992. Further FFEL Program variable interest rate
changes as a result of the Omnibus Reconciliation Act of 1993 became
effective July 1, 1994.

243
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INTEREST RATE PROVISIONS
DIRECT LOAN PROGRAM AND FFEL PROG
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Variable rate;
maximum annual rate 8.25%

Variable rate;
maximum annual rate 9%

\

,

f,

,

4

x, For loans first disbursed on or after
07/01/94 through 06/30/95:

Bond equivalent rate of 91-day
Treasury bills auctioned at final
auction prior to 06/01 plus 3.1%

For loans first disbursed on or after
07/01/94 through 06/30/98:

Bond equivalent rate of 52-week
Treasury bills auctioned at final
auction prior to 06/01 plus 3.1%

.:,

-

For loans first disbursed on or after
07/01/95 through 06/30/98:

Bond equivalent rate of 91-day
Treasury bills auctioned at final
auction prior to 06/01 plus 3.1% if
borrower is in repayment

Bond equivalent rate of 91-day
Treasury bills auctioned at final
auction prior to 06/01 plus 2.5%

4
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FFEL PROGRAM INTEREST RATES1 PRIOR TO 07/01/94

" . 0
.

For loans to new borrowers
without any outstanding FFEL
balance and first disbursed on or
after 10/01/92 and before
07/01/94:

Variable rate;
maximum annual rate 9%.

For loans to new borrowers with
no outstanding FISL, Federal
Stafford, or Federal Unsubsidized
Stafford loan balance and first
disbursed on or after 12/20/93
and before 07/01/94:

Variable rate;
maximum annual rate 9%.

For loans to new borrowers with
any outstanding FFEL balance
and first disbursed on or after
10/01/92 and before 12/20/93,
8%.

Borrowers of Federal Stafford
Loans (e.g., 7%, 8%, 9%, or 8%/
10%) and Federal Unsubsidized
Stafford Loans prior to enactment
of HEA Amendments of 1992
continue to borrow at rate
previously borrowed until
07/01/94.

Prior to the enactment of the HEA
Amendments of 1992, different
fixed-interest rate provisions
applied to borrowers of
subsidized Federal Stafford
Loans depending upon when the
student first borrowed a
subsidized loan. If the loan was
subject to the "windfall profits"
provision of the HEA (otherwise
known as thia excess interest rate
provision), the lender was
required to convert the loan to an
annual variable rate loan no later
than 01/01/95.

For loans to new borrowers
without any outstanding FFEL
balance and first disbursed on or
after 10/01/92 and before
07/01/94:

Variable rate;
maximum annual rate 9%.

For loans to new borrowers with
no outstanding FISL, Federal
Stafford, or Federal Unsubsidized
Stafford loan balance and first
disbursed on or after 12/20/93
and before 07/01/94:

Variable rate;
maximum annual rate 9%.

For loans to new borrowers with
outstanding Federal SLS, Federal
PLUS, or Federal Consolidation
Loan balance and first disbursed
on or after 10/01/92 and before
07/01/94, 8%.

Borrowers of Federal Stafford
Loans (e.g., 7%, 8%, 9%, or 8%/
10%) and Federal Unsubsidized
Stafford Loans prior to enactment
of HEA Amendments of 1992
continue to borrow at rate
previously borrowed until
07/01/94.

Variable rate; maximum annual
rates for loans first disbursed:

On or after
10/01/92 10% 2

On or after
07/01/87 and
before
10/01/92 12% 2

On or after
11/01/82
and before
07/01/87 12% 3

On or after
16/01/81
and before
11/01/82 14% 3

1 Federal SLS Program was eliminated on July 1, 19:34. With the exception of Federal SLS loans first disbursed before 10/01/92, the
interest rate on a Federal SLS is the same as the interest rate on a Federal PLUS. For Federal SLS loans disbursed between 10/01/92
and 07/01/94, the Interest rate is 11%.

2 Variable interest rate applies to new Federal SLS or Federal PLUS Loans.
3 Variable interest rate applies to any calendar year.
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Repayment Plans

Both the Direct Loan Program and the FFEL Program offer student and
parent borrowers a choice of repayment plans. However, other than the
standard repayment plan, the available repayment plan options are
substantially different for the two sets of loan programs.

Although the repayment plan options differ for Direct Loan borrowers and
FFEL Program borrowers, a choice of repayment plans must be given to:

1. All Direct Loan borrowers; and

2. All new student borrowers of a FFEL loan whose loans were
first disbursed on or after July 1, 1993.

This choice must be given prior to the borrower's entering repayment. A
"new borrower" of a FFEL loan is a student who had no outstanding
balance on any FFEL Program loan as of July 1, 1993. (ED strongly
encourages lenders to offer all other FFEL Program borrowers a choice of

repayment options.)

Any borrower who has a choice of repayment options:

1. Must repay his or her loan according to the standard
repayment plan, if the borrower fails to:

a. Indicate his or her choice of repayment plan; or

b. Provide the documentation required under any other
repayment plan; and

2. May switch repayment plans under certain conditions specified
in regulation.
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If the borrower has loans from more than one loan program, the borrower:

1. Must repay all of his or her Direct Loans under the same
repayment plan, unless the borrower has a Direct PLUS or a
Direct Consolidation Loan; and

2. May be required by the FFEL Program to repay all of his or
her FFEL Program loans under the same repayment plan.

Any Direct Loan or FFEL Program borrower may accelerate his or her
repayments without penalty.

In addition, under the Direct Loan Program ED may establish, on a case-by-
case basis, an alternative repayment plan for a borrower who demonstrates
that the terms and conditions of the available repayment plans are
inadequate to accommodate the borrower's exceptional circumstances.
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DIRECT LOAN PROGRAM REPAYMENT PLANS

stanuord"
fur'

,

,
'

Fixed annual repayment amount paid over a fixed period of time '
Maximum repayment period 10 years 2
$50 minimum monthly repayment

.

Fixed annual repayment amount paid over an extended period of
time '
Maximum repayment period varies depending upon total amount of
borrower's Direct Loans 2'3
$50 minimum monthly repayment

Graduated
Ropayrnent

'

Two or more graduated levels of repayment 1
Maximum repayment period varies depending upon total amount of
borrower's Direct Loans 2'3
Minimum scheduled payments may not be less than 50% nor more
than 150% of amortized payment if loan repaid under the standard
repayment plan.
Minimum monthly payment must at least cover interest that accrues
monthly

cb
In en

iiiiiite
Plan

-

v
,

Not available to Federal Direct PLUS borrowers
Maximum repayment period may not exceed 25 years 4,6
Varying annual payment amounts generally based on AGI of
borrower (and spouse, if jointly repaying their loans under this
repayment plan) but will never exceed 20% of discretionary income,
and total amount of Direct Loans according to one of 2 repayment
options as determined by ED 5

1 Number of payments or fixed monthly repayment amount may be adjusted to reflect changes in the loan's
variable interest rate.

2 Excludes any period of authorized deferment or forbearance.
3 12-year maximum repayment period if total amount of Direct Loans is less than $10,000

15-year maximum repayment period if total amount of Direct Loans is between $10,000 and $19,999.99
20-year maximum repayment period if total amount of Direct Loans is between $20,000 and $39,999.99
25-year maximum repayment period if total amount of Direct Loans is between $40,000 and $59,999.99
30-year maximum repayment period if total amount of Direct Loans is equal to or greater than $60,000

4 If the loan is not repaid within the maximum repayment period, the remaining portion of the loan is cancelled.
Any cancelled loan amount is considered taxable income.

5 If payment under the formula amount, no payment is rt quired if the amount is less than $15. If payment
under the capped amount, payment must be at least $15.

6 Excludes any periods of authorized deferments or forbearance, and any periods during which borrower made
repayments under extended plans with greater than 12-year terms, graduated plans, or alternative repayment
plans.
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FFEL PROGRAM REPAYMENT PLANS

,

: 14 rd
t -

,

.

...

t

-ak

Fixed annual repayment amount paid over a fixed
period of time 1
Maximum repayment period 10 years 2
$50 minimum monthly repayment

.

1
1

kk

q

Repayment amount changes over the repayment
period I
Repayment amount may increase or decrease
Increase not related to individual borrower or
borrower's income level
Maximum repayment period 10 years 2

;

a

,
,

Annual adjustment made to borrower's repayment
schedule
Adjustment based on amount of borrower's expected
total monthly gross income from all sources during the
course of the repayment 3
Maximum repayment period 10 years 4

1 Number of payments or fixed monthly repayment amount may be adjusted to reflect
changes in the loan's variable interest rate.

2 Excludes any period of authorized deferment or forbearance.

3 If borrower is married, spouse's income is not included in determining the monthly
repayment.

4 Lender must grant the borrower forbearance up to a maximum of 5 years if a decrease in
the monthly repayment amount associated with an income sensitive repayment schedule
would result in the loan not being repaid within the maximum 10-year repayment period.

BEST COPY AVAILABLE

24.9
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Forbearance

Forbearance is:

1. The temporary cessation of payment;

2. The making of smaller monthly payments; or

3. An extension of time for making payments.

Unless the borrower requests otherwise, forbearance is the total cessation of
payments.

Interest continues to accrue during periods of forbearance. Accrued
interest:

1. May be paid or will be capitalized at the end of the
forbearance period, if a Direct Loan; and

2. May be capitalized or paid as it becomes due, if a FFEL
Program loan.

Under the .FFEL Program, except for mandatory forbearance, the granting of
forbearance is at the lender's option.
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DIRECT LOAN PROGRAM FORBEARANCE CRITERIA

peneral Forbearance 2

+ Poor health or other reasons acceptable to the Secretary

+ Borrower serving in medical or dental internship or residency

+ Borrower serving in national service position for which he/she receives a national
service educational award under the National and Community Service Trust Act
of 1993

+ Borrower's total Title IV debt burden equals or exceeds 20% of borrower's total
monthly income

Renewable in 12-month intervals up to a maximum of 3 years

.Administrative Forbearance-3

+ Borrower was granted a deferment, but it was later learned that the borrower did
not qualify for a deferment

+ Period for which payments are overdue at the beginning of an authorized
deferment

+ Period beginning when the borrower entered repayment until the first payment
due date was established

+ Pending discharge of borrower's loan due to:
False certification of loan eligibility, or closed school
Borrower's bankruptcy
Death or total and permanent disability

+ Variable interest rate on standard, extended, or graduated repayment schedule
would result in loan not being repaid within maximum repayment period

Maximum forbearance 3 years

+ Period of national military mobilization or other local or national emergency

1 Borrower must be willing but unable to make scheduled loan payments.

2 Borrower must request forbearance and provide documentation that he/she qualifies for
forbearance.

3 Documentation not required for the granting of administrative forbearance.

December 22, 1994
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1

FFEL PROGRAM FORBEARANCE 1 CRITERIA

Optional Forbearance

+ Borrower (or endorser) is unable to make scheduled loan payments due to poor health or other
acceptable reasons 2

Optional Administrative Forbearance 3

+ Borrower does not qualify for a deferment because:
Borrower does not meet a deferment category; or
Loan is in default

+ Borrower has died or become totally and permanently disabled 4
Forbearance granted for a maximum of 60 days pending documentation of borrower's death or
disability

+ Pending discharge of borrower's loan due to: 4
Attendance at a closed school
False certification of loan eligibility
Borrower's or endorser's bankruptcy

+ At time of sale or transfer of borrower's loan, borrower is less than 60 days delinquent

+ Borrower's payment of interest and principal is overdue and:
For a properly granted period of deferment which the lender learns the borrower did not qualify;
Upon the beginning of an authorized deferment period;
For the period beginning when the borrower entered repayment until the first payment due date was
established;
For a period authorized by ED in the event of a national military mobilization or other national
emergency; or
For a period prior to the borrower's filing for bankruptcy

Mandatory Forbearance

+ Borrower's total Title IV debt burden equals or exceeds 20% of a borrower's total monthly income 4
Forbearance of principal and interest unless borrower specifies principal only
Renewable in 12-month intervals up to a maximum of 3 years

+ Borrower serving in a medical or dental internship or residency

+ Borrower serving in a national service position for which he/she receives a national service educational
award under the National Community Services Trust Act of 1993

+ Borrower performing service that qualifies for partial repayment of loan under Department of Defense's
Student Loan Repayment Programs

1 Borrower must be willing, but unable, to make scheduled loan payments.
2 Borrower must request forbearance in writing and provide documentation of his/her circumstances. A written agreement between the

lender and borrower is required.
3 Forbearance is granted at the option of the lender based upon documented circumstances, and automatically becomes effective upon

notification to borrower. No agreement is required. Interest continues to accrue.
4 Regulations implementing these forbearance provisions become effective 07/01/95.
5 Borrower must request forbearance in writing and document that he/she qualifies for the forbearance. Agreement of borrower not

required.
Documentation of military mobilization required.

December 22, 1994
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FFEL PROGRAM FORBEARANCE 1 CRITERIA cont'd.

II./landatory.Administrative Forbearance 4

+ Exceptional circumstances exist such as: local or national emergency or military mobilization 6 or
geographical area designated a disaster area

Forbearance granted until lender notified by ED that forbearance no longer applies

+ Variable interest rate on standard or graduated repayment schedule would result in loan not being
repaid within maximum repayment period

Maximum forbearance 3 years

+ Decreased installments under income-sensitive repayment schedule would result in loan not being
repaid within maximum 10-year repayment period

Maximum forbearance 5 years

1 Borrower must be willing, but unable, to make scheduled loan payments.
2 Borrower must request forbearance in writing and provide documentation of his/her circumstances. A written agreement between the

lender and borrower is required.
3 Forbearance is granted at the option of the lender based upon documented circumstances, and automatically becomes effective upon

notification to borrower. No agreement is required. Interest continues to accrue.
4 Regulations implementing these forbearance provisions become effective 07/01/95.
5 Borrower must request forbearance in writing and document that he/she qualifies for the forbearance. Agreement of borrower not

required.
6 Documentation of military mobilization required.

a) 3
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Deferments

Deferment is a period during which the payment on the principal amount
of the loan is postponed. During a deferment period interest accrues and:

1. Is paid by ED, if the loan is eligible for interest subsidy
benefits; or

2. Is paid as it becomes due or is capitalized by the borrower, if
the loan is not eligible for interest subsidy benefits.
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DIRECT LOAN PROGRAM DEFERMENT PROVISIONS 1

THIS CHART IS TO BE USED FOR REFERENCE ONLY. IF YOU HAVE ANY QUESTIONS
REGARDING A PARTICULAR BORROWER'S ELIGIBILITY TO RECEIVE A DEFERMENT,
REFER TO SECTION 685.204 OF THE DIRECT LOAN PROGRAM REGULATIONS.

,

VA

WA
.

>'''t.'

.

At least half-time study 3' 4' 6 None Y Y Y Y

Graduate fellowship study 3' 4' 6 None Y Y Y Y

Rehabilitation training 3' 4' 6 None Y Y Y Y

Economic hardship 6 3 years Y Y Y Y

Inability to secure full-time
employment 7

3 years Y Y Y Y

Y: Deferment Applies

1 In addition to the Direct Loan deferment conditions summarized in this chart, other deferment provisions apply to a
Direct Loan borrower who is also an "old borrower" of a FFEL Programs loan. (An "old borrower" is an individual who
has an outstanding balance on a FFEL Programs loan that was made prior to 07/01/93.) In this situation, the same
deferment opportunities that apply to the borrower's FFEL Programs loan also apply to the borrower's Direct Loan.
These deferment provisions are outlined on the "FFEL Program Deferment Provisions" chart.

2 Interest does not accrue during a period of deferment on:

a. A Direct Stafford Loan; or

b. A Direct Consolidation Loan that consolidates Title IV loans eligible for interest subsidies.

3 In order to be eligible for an in-school deferment, the borrower must be attending an eligible institution. If the school
does not participate in the Direct Loan Program, the borrower may still qualify for the deferment if the school meets
the definition of eligible institution. The nonparticipating Direct Loan school must complete Parts 1 and 2 of the
Application for Institutional Eligibility as well as a supplemental form in order for ED to determine if the school
qualifies as an eligible institution for purposes of the in-school deferment.

4 Deferment approval for a new borrower enrolled in a graduate or postgraduate fellowship-supported program (e.g. a
Fulbright Fellowship) will extend for the duration of the fellowship period.

5 A borrower serving in a medical internship or residency program is ineligible for a deferment.

6 A borrower is considered to have an economic hardship if the borrower:

a. Is receiving payment under a federal or state public assistance program;

b. Is working full-time but earninr an amount that does not exceed (the greater of):

1) The federal minimum wage, or

2) An amount equal to 100% of the poverty line for a family of two as determined according to section 673(2) of
the Community Service Block Grant Act . OR

c. Is not. receiving total monthly gross income that exceeds twice the amount of "b" above, and after deducting the
amount of the borrower's monthly federal postsecondary loan payments, the remaining amount of the borrower's
monthly income does not exceed "b" above.

The amount of the borrower's "monthly federal postsecondary loan payments" in "c" above is the amount of
payment that would have been owed if the loan had been scheduled to be repaid in 10 years from the date the
borrower entered repayment regardless of the length of the borrower's actual repayment schedule or the actual
monthly payment amount.

7 Borrower must be seeking, but unable to find, full-time employment.
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FFEL PROGRAM DEFERMENT PROVISIONS (contd.)

THIS CHART IS TO BE USED FOR REFERENCE ONLY. IF YOU HAVE ANY
QUESTIONS REGARDING A PARTICULAR BORROWER'S ELIGIBILITY TO RECEIVE
A DEFERMENT, REFER TO SECTION 682.210 OF THE FFEL PROGRAMS
REGULATIONS.

1 Includes student Federal PLUS borrowers of loans made prior to 11/01/83 pursuant to Section
439(o) of Pub. L. 89-329 and Federal Consolidation Loans.

2 A "new borrower" is one who has no outstanding balance on a Federal Stafford (formerly
GSL), Federal SLS, Federal PLUS, Federally Insured Student Loan (FISL) or Federal
Consolidation Loan on the date he or she signed the promissory note and who received a
loan under one of these programs on or after July 1, 1993.

3 Applies to new borrowers. A "new borrower" for purposes of the Federal Consolidation Loan
Program is a person who applied for a Federal Consolidation Loan made on or after 07/01/93
and has no other outstanding FFEL Program loan that the borrower is not going to
consolidate.

4 To be eligible for an in-school deferment, the borrower must be attending an eligible
institution. If the school does not participate in FFEL Programs, the borrower may still qualify
for the deferment if the school meets the definition of an eligible institution. A school that
does not participate in the FFEL Program must complete Parts 1 and 2 of the Application for
Institutional Eligibility as well as a supplemental form in order for ED to determine if the
school qualifies as an eligible institution for purposes of the in-school deferment.

5 A Federal Stafford (formerly GSL), Federal SLS borrower, or a Federal PLUS parent
borrower, whose first loan was made or disbursed between 07/01/87 and 06/30/93, is eligible
for deferment while engaged in at least half-time study at a participating school if the
borrower obtains a Federal Stafford (formerly GSL) or Federal SLS Loan for that period of
enrollment. Note that unlike the deferment described in the preceding footnote, the borrower
must be attending a participating school to get the benefit of the deferment. New borrowers
under these loan programs who receive a first disbursement on or after 07/01/93 are not
required to borrow another loan to qualify for the deferment.

6 Deferment approval for a new borrower enrolled in a graduate or postgraduate, fellowship-
supported program (e.g. a Fulbright Fellowship) will extend for the duration of the fellowship
period.

7 Public Law 102-26 authorized, for the period of April 9, 1991 to September 30, 1997, special
deferment and grace period provisions for certain individuals on active duty military service in
connection with Operation Desert Shield and Operation Desert Storm. These benefits include:

a. A military deferment for the duration of service in connection with Operation Desert
Shield or Operation Desert Storm, even if the length of the deferment exceeds the
maximum deferment authorized in sections 428(b)(1)(M)(ii) or 427(a)(2)(C)(ii);

b. A 6-month post-deferment grace period following an Operation Desert Shield or
Operation Desert Storm military deferment; and

c. A one-time 6-month post-deferment grace period following the period of in-school
deferment for a borrower who received a military deferment and later becomes
eligible for an in-school deferment.
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11

FFEL PROGRAM DEFERMENT PROVISIONS (cont'd.)

8 Periods of service in an eligible internship program (See 34 CFR Section 682.210(n)); or
serving in an internship or residency program leading to a degree or certificate awarded
by an institution of higher education, a hospital, or a health care facility that offers
postgraduate training. Lenders are now required to grant forbearance in 12-month
increments to medical or dental interns and residents who have expended their 2-year
residency deferments until they have completed their intern and residency requirements.

9 A mother with preschool-age children, who is entering or re-entering the work force, and
is being paid no more than $1 above minimum wage.

10 Borrower must be seeking, but unable to find, full-time employment.

11 Regulations implementing economic hardship deferment become effective 07/01/95. A
borrower is considered to have an economic hardship if the borrower:

a. Is receiving payment under a federal or state public assistance program;

b. Is working full-time but earning an amount that does not exceed (the greater of):

1) The federal minimum wage, or

2) An amount equal to 100% of the poverty line for a family of two as determined
according to section 673(2) of the Community Service Block Grant Act . OR

c. Is not receiving total monthly gross income that exceeds twice the amount of "b"
above, and after deducting the amount of the borrower's monthly federal
postsecondary loan payments, the remaining amount of the borrower's monthly
income does not exceed "b" above.

The amount of the borrower's "monthly federal postsecondary loan payments" in
"c" above is the amount of payment that would have been owed if the loan had
been scheduled to be repaid in 10 years from the date the borrower entered
repayment regardless of the length of the borrower's actual repayment schedule or
the actual monthly payment amount.

12 Period for which the borrower is pregnant, caring for his or her newborn child, or caring
for his or her adopted child immediately following adoption. The borrower may neither
be attending school nor be gainfully employed, and must have been enrolled on at least
a half-time basis at a participating school at some time during the 6 months preceding
the period of parental leave. A new-born child is one who is six months or younger.

13 Parent borrowers of Federal PLUS loans first made and disbursed prior to July 1, 1993
are also eligible for deferment during periods when a student for whom the parent
borrowed a Federal PLUS Loan is dependent and meets one of the following conditions
for deferral: in-school status (full- and half-time), graduate fellowship, or rehabilitation
training. (Please note: If the son or daughter is a half-time student, he/she must have
first borrowed a Federal Stafford Loan after 07/01/87, but before 07/01/93, and be
receiving a Federal Stafford (formerly GSL), or Federal SLS Loan for the period of
enrollment for which the deferment is sought.)
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Loan Cancellation

Under certain conditions a Direct Loan or FFEL Program loan may be
cancelled. These conditions are summarized in the chart on the following
page.

0 C. 1
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DIRECT LOAN PROGRAM/FFEL PROGRAM
LOAN CANCELLATION AND PAYMENT BY ED

Loan

z_,,, . e.,...,.,.. ' %Awe, t.:,, ,

Cancellation
,

,,4. V 6. ,A 4 -1....r ,

+ Borrower dies '

+ Student on whose behalf a parent
borrowed a Direct PLUS or Federal
PLUS Loan dies, or parent dies '

For cancellation of a Federal PLUS due to the dependent
student's death, the student's death must have occurred on or
after 07/23/92.

4 Borrower becomes totally and
permanently disabled '

Borrower not considered totally and permanently disabled if
condition existed at time loan was applied for, unless that
condition substantially deteriorated after the loan was made.

4- Borrower or student on whose behalf
a parent borrowed is unable to
complete program of study due to
closing of school

Cancellation also applies if student withdrew within 90 days
(or longer in exceptional circumstances) of date of school's
closure. Cancellation does not apply if student able to
complete his/her program:

through a teach-out arrangement at another school; or
by transferring credits earned at closed school to another
eligible institution.

4 School falsely certified borrower's or
student's (on whose behalf a parent
borrowed) eligibility

Loan eligibility considered falsely certified if school:
admitted student under ability to benefit even though
student did not meet ability-to-benefit requirements and
student could not find employment in the occupation for
which training was provided;
signed borrower's name on loan application or promissory
note without borrower's authorization;
endorsed borrower's loan check or EFT authorization and
borrower did not receive or benefit from the loan proceeds;
Or
certified the eligibility of a student who did not have the
ability to benefit from the training at the time of enrollment,
because of a physical or mental condition, age, criminal
record, or other reasons accepted by ED, and would not
meet the requirements for employment (in the student's
state of residence when the loan was certified) in the
occupation for which the training program supported by the
loan was intended.

101,111ty.Critel1C

II

4 Borrower's obligation to repay the loan If loan is not ultimately discharged in bankruptcy, it again

is stayed by a bankruptcy court ' becomes the borrower's obligation.

1 If Direct Consolidation/Federal Consolidation Loan obtained by co-makers, both makers of the loan must meet a

cancellation provision. If Direct PLUS/Federal PLUS Loan obtained with an endorser, the borrower and the

endorser must meet a cancellation provision. If a Federal PLUS Loan obtained by co-makers, bother parents

must meet a cancellation provision.
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REQUIREMENTS SPECIFIC TO THE DIRECT LOAN PROGRAM

Participation Requirements and Selection Criteria For Year 3 and
Subsequent Years

A school may participate in the Direct Loan Program as an individual
school or in a consortium with other eligible schools. Any school that
wishes to participate in the Direct Loan Program for the first time during
the 1996-97 award year or a subsequent award year must meet the
requirements and selection criteria that are specified in the December 1,
1994 final Direct Loan Program regulations.

All selected schools must participate electronically in the Direct Loan
Program.
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DIRECT LOAN PROGRAM
PARTICIPATION REQUIREMENTS AND SELECTION CRITERIA

1996-1997 AND BEYOND

Participation Requirements

+ Meet FFEL eligibility requirements (although current participation in FEEL Programs is

not required)
This includes having a FEEL Programs cohort default rate of less than 25% for at
least 1 of the 3 most recent fiscal years (unless exempt from this requirement under
Section 435(a)(3)(C) of the HEA)

+ Is not subject to a Title IV emergency action, or to a proposed or final limitation,
suspension, or termination action 2

+ Sign a Direct Loan Program Participation Agreement with ED

Selection Criteria

Selected schools must be:

+ Reasonably representative of schools participating in the FFEL Programs in terms of:

Highest degree offered

Length of academic program

Institutional control (public, private,
proprietary)

Anticipated loan volume

Size of student enrollment

Geographic location

Annual loan volume

Default experience

+ Able to make a smooth transition to the Direct Loan Program

1 After a school is selected to participate ED will continue to use FFEL default rate information to
determine the school's continued eligibility to participate in the Direct Loan Program. The school
must have a cohort default rate of less than 25% for at least 1 of the 3 most recent fiscal years for
which data are available and that are prior to the school's participation in the Direct Loan Program.

2 This criterion only applies to a school's selection for participation. Any such action against a
participating school does not automatically make the school ineligible to participate In the Direct Loan

Program.
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If selected, the school must enter into a Direct Loan Program Participation
Agreement with ED. The school may participate under standard origination
in which an alternate originator manages both the school's Direct Loan
promissory note and funds management processes.

However, if a school meets Direct Loan Program origination criteria, the
.school also may be an originating school. Beginning with Year 3, any
school that originates loans must enter into a supplemental agreement for
originating Direct Loans under one of the following statuses:

1. School Origination Option 1; or

2. School Origination Option 2.

The requirements for originating Direct Loans and the different origination
statuses are summarized in the following chart.

4
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DIRECT LOAN PROGRAM
ORIGINATION REQUIREMENTS AND TYPES OF ORIGINATION

For 1996-97 and Subsequent Years

Standard Origination

+ Ali schools eligible to participate in the Direct Loan Program may participate under Standard
Origination

+ ED servicer:
Prepares promissory notes
Obtains completed and signed promissory notes from borrowers and transmits them to the ED
servicer
Initiates the drawdown of Direct Loan funds to school for payment to borrowers

+ School:
Creates loan origination records and transmits them to the ED servicer
Receives loan funds electronically
Disburses loan funds
Creates disbursement rosters and transmits them to the ED servicer
Reconciles its Direct Loan account at least monthly
Receives no administrative fee

School Origination 'Requirements

Requirements to participate under School Origination Option 1 or School OriginationOption 2

(Criteria apply to each school originating in the Direct Loan Program by itself or in a consortium with

other originating schools.)

+ For eligibility to originate loans, the school:
Participated for at least 3 years in the Federal Perkins Loan Program, Federal Pell Grant
Program, or if a graduate/professional school, a similar program
Is not on the reimbursement payment system for the Federal Pell Grant Program

Has had no severe performance deficiencies for any of the Title IV programs, including
deficiencies demonstrated by the most recent audit or program review

Is financially responsible as defined by Section 668.15 of Student Assistance General
Provisions
Is current on any program or financial reports or audits, including cash transaction reports, and
does not maintain excess cash in its Title IV accounts

Does not have any material findings in any annual audit for the 3 years preceding the
application to participate in the Direct Loan Program

Does not have any delinquent outstanding federal debts unless it is repaying them in
accordance with a satisfactory repayment arrangement, or the debt has not been fully
acknowledged by the relevant federal agency (e.g., the debt is in litigation)

continued on next page

r. r

)
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DIRECT LOAN PROGRAM
ORIGINATION REQUIREMENTS AND TYPES OF ORIGINATION cont'd.

For 1996-97 and Subsequent Years

'17:"""' .44, xrt:

+ ED servicer:
Initiates the drawdown of Direct Loan funds to school for payment to borrowers

+ School:
Creates loan origination records and transmits them to the ED servicer
Prepares promissory notes
Obtains completed and signed promissory notes from borrowers and transmits them to the ED
servicer
Receives loan funds electronically
Disburses loan funds
Creates disbursement rosters and transmits them to the ED servicer
Reconciles its Direct Loan account at least monthly
Receives administrative fee ba:.zed on origination functions performed

$4
A' 14.h- ,ngination Optófl2

c .
+ School:

Creates loan origination records and transmits them to the ED servicer
Prepares promissory notes
Obtains completed and signed promissory notes from borrowers and transmits them to the ED
servicer
Initiates the drawdown of Direct Loan funds to school for payment to borrowers
Determines funding needs
Receives loan funds electronically
Disburses loan funds
Creates disbursement rosters and transmits them to the ED servicer
Reconciles its Direct Loan account at least monthly
Receives administrative fee based on origination functions performed
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On its application to participate in the Direct Loan Program, the school

must indicate the type of origination status under which it wishes to

participate. The school's request will be approved if the school is

determined to be fully capable of participating at that origination level.

The school's origination status may change based on either:

1. The school's request; or

2. ED's determination that the school is not capable of originating

loans at the school's current status.

ED will consider a school's request for a change in origination status that:

1. Reduces its responsibilities for originating loans at any time; or

2. That increases its responsibilities only on an annual basis.

Processing Direct PLUS Loans

When the school receives a Direct PLUS Loan application and promissory

note, the school must create an origination record, which initially need only

include the student's name and Social Security number.

If the school is participating under standard origination or School

Origination Option 1, the completed Direct PLUS Loan application and

promissory note must be sent to the ED servicer along with the origination

record.

If the school is participating under School Origination Option 2, the school

may retain the hard copy of the promissory note until just after the first

disbursement. However, if the school does this, it must transmit Direct

PLUS applicant data at the same time it transmits the loan origination

record.

7
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The borrower of a Direct PLUS Loan may not have an adverse credit
history.. The ED servicer will conduct the required credit check upon receipt
of:

1. The loan origination record; and

2. The Direct PLUS Loan application and promissory note; or

3. Direct PLUS Loan applicant data.

The criteria for determining whether an applicant has an adverse credit
history are the same for Direct PLUS Loans and Federal PLUS Loans.

The servicer will inform both the applicant and the school of the results of
the credit check. If the parent is ineligible for the Direct PLUS Loan
because of an adverse history, the servicer's notification will include:

1. The reason for the loan's rejection;

2. The name of the credit bureau used in performing the credit
check;

3. An endorser form if the parent chooses to reapply for the loan
with an eligible endorser; and

4. A statement that the parent may contact the servicer if the
parent feels that extenuating circumstances exist.

If the parent reapplies for the Direct PLUS Loan with an endorser, the
revised loan application and promissory note is submitted directly to the
servicer, who will notify the school of the results of any reapplication for
the loan with an eligible endorser.

If the loan is approved, the servicer sends the parent (and endorser, if
applicable) a Direct PLUS Loan disclosure form.

(;; s
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If the parent does not qualify for the loan (regardless of whether the parent
applied with or without an endorser), the dependent student may apply for
the "additional amount" of a Direct Unsubsidized Stafford Loan. However,
the school must cancel the Direct PLUS Loan application before processing
the student's promissory note for the "additional amount" of an
unsubsidized loan.

Method of Disbursement

Depending upon the school's origination status, different requirements and

procedures apply for disbursing Direct Loans.

If the school participates under standard origination or School Origination

Option 1, the servicer:

1. Determines the amount of Direct Loan funds needed for

disbursements;

2. Requests the needed funds through the Department of
Education's Payment Management System (EDPMS); and

3. Sends the school electronic disbursement rosters which list for

each borrower:

a. The type of loan;

b. The loan's anticipated disbursement date; and

c. The amount to be disbursed.

If the school participates under School Origination Option 2, the school is

responsible for:

1. Requesting the loan funds through the EDPMS service bureau;

2. Drawing down the loan funds;
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3. Reporting to ED individual net disbursement information; and

4. Reconciling the school's Direct Loan account.

The Direct Loan software has been designed to assist schools in meeting
these requirements.

Federal Direct Loan funds that an Option 2 origination school receives are
not student-specific, and inay be used for any eligible student. However,
the school must return to ED any loan funds it does not disburse within the
timeframes described in Session 2 for disbursing Title IV funds.

Direct Loan funds that a standard origination or an Option 1 origination
school receives are student-specific. The school must return to the servicer
any Direct Loan funds that it was unable to disburse because:

1. The loan was cancelled; or

2. The amount of the borrower's loan eligibility was reduced.

The school must inform the ED servicer of the date and the amount of each
loan disbursement by completing:

1. A disbursement record if the school is an Option 2 origination
school; or

2. A disbursement roster if the school is a standard origination or
Option 1 origination school.

A school's disbursement record or roster will be rejected if the amount
disbursed or other borrower information reported by the school does not
agree with the information on the ED servicer's borrower record.

1. If the rejection is due to misreported information, the school
must correct and resubmit the rejected record or roster.
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2. If the school cannot correct the cause for the rejection, the
school must return improperly disbursed Direct Loan funds.

At least monthly, a school also must reconcile with the ED servicer the

school's Direct Loan account, including:

1. All Direct Loan cash transactions; and

2. Each borrower loan record.

Direct Consolidation Loans

The types of loans that may be consolidated under the Direct Loan Program

are the same as may be consolidated under the FFEL Program. However,
there are three types of Direct Consolidation Loans for which a borrower

may apply by completing only one application:

1. A Direct Subsidized Consolidation Loan, which consolidates

Title IV loans that are eligible for interest subsidies;

2. A Direct PLUS Consolidation Loan, which consolidates Direct

PLUS and/or Federal PLUS Loans; and

3. A Direct Unsubsidized Consolidation Loan, which consolidates

Title IV Loans and other Federal educational loans that are not
eligible for interest subsidies.

A FFEL Program borrower may apply for a Direct Consolidation Loan, if

the borrower is unable to obtain:

1. A Federal Consolidation Loan; or

2. A Federal Consolidation Loan with income-sensitive terms that

are acceptable to the borrower.
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a. The borrower must be eligible for the income contingent
repayment plan under the Direct Loan Program.

A borrower may apply for a Direct Consolidation Loan while in an in-
school status if the borrower has:

1. Both Direct Loan Program and FFEL Program loans; or

2. FFEL Program loans only, but is attending a Direct Loan
school at the time of application.

If the consolidation loan for a student in an in-school status is approved,
the borrower will be eligible for a six-month grace period prior to
beginning repayment of the loan.

A Direct PLUS Consolidation Loan borrower may not have an adverse
credit history; however, an applicant with an adverse credit history may
qualify for the loan if:

1. The borrower obtains an endorser who does not have an
adverse credit history; or

2. ED determines that extenuating circumstances exist.

A borrower may repay a Direct Consolidation Loan under any of the Direct
Loan repayment plans except that:

I. A borrower of a Direct PLUS Consolidation Loan may not
repay the loan under the income contingent plan; and

2. A borrower who consolidated his or her defaulted loan(s) prior
to making full satisfactory repayment arrangements (i.e., three
monthly payments) must repay the loan under the income
contingent plan unless ED approves the borrower's request to
change repayment plans after the borrower has made at least
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three consecutive, full, on-time monthly consolidation
repayments.

A married couple that has jointly obtained a Direct Consolidation Loan is

not eligible for forbearance or deferment of the loan unless each borrower
meets a criterion for the loan's forbearance or deferment. This limitation

also applies to the loan's cancellation if:

1. The borrower dies or becomes totally and permanently
disabled;

2. The student on whose behalf a parent borrowed a Direct PLUS

of Federal PLUS loan dies, or the parent dies; or

3. The borrower's obligation to repay the loan is stayed by a

bankruptcy court.

However, ED will cancel a portion of the consolidation loan if only one of

the borrowers meets the criteria for:

1. A false certification discharge; or

2. A closed school discharge.

FFEL PROGRAM DISBURSEMENT REQUIREMENTS

Methods of Disbursement

The lender is responsible for disbursing all FFEL Program loans according

to the disbursement schedules established by schools.

Except for students enrolled in approved study abroad programs or

attending eligible foreign schools, all FFEL Program loan proceeds are sent

to the school in the form of either:

1. An electronic funds transfer (EFT);
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2. A master check that contains the loan proceeds for more than
one borrower; or

3. A loan check made:

a. Payable to the student borrower only;

b. Copayable to the student borrower and the school; or

c. Copayable to the parent borrower and the school.

At the time of the first disbursement of a FFEL Program loan, the lender
must provide the borrower with a copy of:

1. The completed promissory note; P.nd

2. The Notice of Guaranty and Disclosure Statement, which
includes:

a. A clear and prominent statement that the borrower is
receiving a loan which must be repaid;

b. Thorough and accurate information regarding the
specific loan's terms and conditions; and

c. The lender's name and the address to which the
borrower should send communications and loan
payments.

Disbursements for Students Attending Study Abroad Programs or Eligible
Foreign Schools

A student enrolled in an approved study abroad program may request that
the FFEL Program loan proceeds be disbursed:

1. Directly to him or her:
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a. In the form of a check; or

b. By means of an electronic funds transfer (EFT); or

2. To the institution if the borrower has given power of attorney

to another individual.

The individual given the power of attorney:

1. May not be anyone who is not affiliated with the student's

home school; and

2. May request that the FFEL proceeds be disbursed either

through an EFT or by check.

a. If an EFT is to be used, a separate EFT authorization
statement must be obtained from the person given the

power of attorney since the common loan application
does not permit the use of a power of attorney.

A loan for a student attending an eligible foreign school as a regular

student of that foreign school also may be disbursed in the form of a singly

disbursed check or EFT transaction to the student.

Late Disbursement Requirements

When the school receives a FFEL borrower's loan proceeds after the end of

the loan period or after the student ceases at leas`z half-time enrollment, the

borrower may be eligible for a late disbursement.

Unless the guaranty agency prohibits late disbursements, the late

disbursement must be made within 60 days of the earlier of:

1. The date the student ceased to be enrolled at least half-time, or
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2. The end of the enrollment period for which the loan was
intended.

Effective July 1, 1995, an additional 30 days is permitted for a late
disbursement tmder exceptional circumstances if:

1. The borrower's exceptional circumstances are documented; and

2. The guaranty agency approves the additional time for making
the late disbursement.

The school is responsible for determining whether the student qualifies for
the late disbursement; however, the following restrictions apply:

1. A late first disbursement may not be made to a first-time, first-
year undergraduate student borrower who withdrew during
the first 30 days of his or her program of study.

2. A late disbursement may not be delivered to a borrower whose
application was certified after the borrower ceased attendance
on at least a half-time basis.

3. A late disbursement may not be made if the student was not
enrolled at least half-time during the period covered by the
loan installment.

4. The amount of the late disbursement may not exceed the
amount of the student's documented direct or indirect
educational costs. Those costs must have been included in the
student's cost of attendance for the period covered by the loan
installment.

If the late disbursement cannot be made, the loan proceeds must be:

1. Returned within 30 days; and
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2. Used to reduce the borrower's outstanding loan balance.

If the entire amount of the disbursement is returned within 120 days of the

school's receipt of the loan proceeds, any insurance premium and/or
origination fee withheld from the disbursement must be returned to the

borrower's account.

RETURNING LOAN FUNDS TO THE LENDER

The chart on the following page lists situations in which a school may not

be able to make payment of the loan because:

1. The student has become ineligible for the loan; or

2. The student's loan eligibility is pending.

If the student is unable to establish eligibility for the loan, the loan

proceeds must be returned to the FFEL Program lender.
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HANDLING UNDELIVERED LOAN PROCEEDS
Federal Stafford and Federal Unsubsidized Stafford

Situation

Enrolled student fails to
respond to request for
endorsement of loan
check

Release to Student

After endorsement, and
subject to FFEL delivery
requirements

cleturn FEEL Programs
loans to Lender *

Within 45 days of receipt

Student fails to undergo
initial loan counseling

After counseling, and
subject to FFEL delivery
requirements

Within 45 days of receipt

Student selected for
verification

When verification is
completed, subject to FFEL
delivery requirements

Within 45 days of receipt, if
verification is not completed

Missing financial aid
transcript(s) for student

When last required
financial aid transcript is
received, subject to FFEL
delivery requirements

Within 45 days of its receipt if
all required financial aid
transcript(s) are not received

Student fails to register N/A - Loan funds must be returned within 30 days of
determining student is not enrolled

Registered student
withdraws or is expelled
prior to first day of
classes, or fails to attend

N/A - Loan funds must be returned within 30 days from the
school's determination that the student is not in attendance

Student fails to maintain at
least half-time enrollment

N/A - Loan funds must be returned within 30 days
of receipt of loan ipstallmentStudent loses loan

eligibility

Student is overawarded N/A- Entire loan installment returned within 30 days, or
the portion of the installment representing the overaward
returned within 60 days

* Schools must indicate in writing reason(s) for returning loan funds.
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SESSION #6

Refund and Repayment

Session Objectives

Trainees will be able to:

1. Determine when the refund and repayment regulations apply;

2. Describe the requirement for a fair and equitable refund policy;

3. Properly calculate refunds and repayments; and

4. Allocate refunds and repayments.

Sources for Further Study

Federal Register, November 29, 1994 (new Title IV refund and repayment requirements

effective with the 1995-96 award year)

Fed 4ral Regiger, April 29, 1994 (interim final regulations amending Title IV refund and

repayment requirements)

NOTE: These training materials are intended to cover the 1995-96 Title IV
Delivery System and related information. Hozvever, the refund requirements
discussed in this session are in effect now, for the 1994-95 award year. These
current requirements are based on the interim final regulations published
April 29, 1994, and are effective for all withdrawals that occur during the
1994-95 award year (July 1, 1994 through June 30, 1995).
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Beginning July 1, 1995, for the 1995-96 award year, the refund requirements
will change. The new refund requirements will be based on the final
regulations published November 29, 1994 (as these materials went to print).
Those new requirements are not detailed here, but are summarized at the
end of the session on Page TG 6-56. Throughout this session, information
that will change for the 1995-96 award year (as a result of the November 29
regulations) is indicated by the following icon, placed in the margin:

The 1995-96 Federal Student Financial Aid Handbook, which will be distributed
in June 1995, will include revised refund materials, new worksheets, and
new case studies.

INTRODUCTION

A school that participates in any of the Title IV programs must:

1. Have a fair and equitable refund policy;

Apply that refund policy to any student:

a. Who does not complete the enrollment period for which
he or she has been charged; and

b. Who received Title IV assistance (including a PLUS
Loan); and

3. Allocate any refund first to the Title IV programs.

DEFINITIONS OF REFUND AND REPAYMENT

"Refund" refers to money paid toward school charges that must be
returned to financial aid sources and/or to the student.
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A "repayment" is the amount of cash disbursed to the student which must
be repaid to the Title IV programs. A cash disbursement is paid to the
student for noninstitutional costs (educational costs not payable directly to
the school).

A repayment is required if the student received more in a cash
disbursement than was needed to cover non-institutional expenses
reasonably incurred before the student ceased attendance.

REQUIREMENT FOR A FAIR AND EQUITABLE REFUND POLICY

A school's refund policy is fair and equitable if it provides a refund which
is the larger of:

1. The refund required by state law;

2. The refund required by the schooi's nationally recognized
accrediting agency and approved by ED; or

3. The statutory pro rata refund, if applicable.

The statutory pro rata refund applies to any student who:

1. Is attending the school for the first time; and

2. Leaves the school on or before the 60 percent point in the
enrollment period for which he or she has been charged.

A student is "attending the school for the first time" if he or she:

1. Has not previously attended at least one class at the school; or

2. Received a refund of 100 percent of any charges for tuition and
fees (less any allowable administrative fee), for previous
attendance at the school.
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A student remains a "first-time student" until he or she:

1. Withdraws, drops out, takes a leave of absence, or is expelled
after attending at least one class; or

2. Completes the enrollment period.

If there are no stcle or accrediting agency refund requirements and
statutory pro rata does not apply, the school must:

Compare its institutional refund policy (if it has such a policy)
to the Appendix A requirements (in the Student Assistance
General Provisions); and

2. Make the larger refund of the two.

A school must calculate all applicable refunds for each student.

9 C.')
o'w L..44
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STUDENT ASSISTANCE GENERAL PROVISIONS
APPENDIX A - REFUND STANDARDS

Oeneral ROund Standards

The school's governing board must review and approve the schedule of all institutional charges and
refund policies applicable to students.

The school must:
+ Seek consumer views in establishing and revising institutional charges and refund structures.
+ Publish and make readily, available to all current and prospective students a current schedule of

all student charges that:
Includes a statement of the purpose for each of the charges and related refund policies;
Includes specific information regarding its appeals process for exceptions to the school's
refund policy;
Includes the costs of required supplies and equipment;
Clearly designates optional charges; and
Clearly identifies nonrefundable charges and deposits.

+ Substantiate its costs for providing supplies and equipment.
+ Refund:

Room charges, less a deposit, if the school receives written notification of the cancellation by
the school's publicized deadline

date of deadline must provide ivasonable opportunity to make the space available to other
students

Board charges in full, less a deposit, if the school receives written notification of the
cancellation by the school's publicized deadline

date of deadline must be on or before the beginning of the period covered by the board
contract

+ Advise students of the specific procedures for withdrawing and requesting a refund.
+ Pay or credit refunds due in accordance with regulatory requirements.

The school may not charge any penalties if the school, and not the student, is in error.

Institutional Refund Policy Requirements

(applicable only to the enrollment period for which the student was charged)

The school must refund:
+ 100% of tuition charges' if the student withdraws on or before one week preceding the first day

of classes
+ At least 90% of tuition charges' if the student withdraws within 10% (in time) of the enrollment

period
+ At least 50% of tuition charges' if the student withdraws between the first 10% (in time) and

25% (in time) of the enrollment period
+ At least 25% of tuition charges' if the student withdraws between the end of the first 25% (in

time) and the end of the first 50% (in time) of the enrollment period

The school may exclude from refund:
+ Documented costs of unreturnable equipment or returnable equipment not returned in good

condition within 20 days of the student's withdrawal. 1'2

1 Includes equipment, books and supplies issued to the student by the school if the student's enrollment agreement specifically
identifies these as separate charges, or the school refers the student to a vendor operated by the school, or an entity affiliated
with or controlled by the school.

2 The school must notify the student in writing prior to enrollment that the equipment must be returned within 20 days of the
student's withdrawal.
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REQUIREMENTS PRIOR TO THE CALCULATION OF REFUNDS AND
REPAYMENTS

Unpaid Institutional Charges

All refund calculations must take into account any institutional charges that
are unpaid at the time the student withdraws. Unpaid charges are
determined as follows:

Total institutional charges for period of enrollment
Financial aid paid for institutional charges

= Scheduled cash payment
Cash paid by student

= Unpaid charges

A late disbursement of Title IV funds must be counted as if it had already
been paid to institutional charges, if the student is still eligible for it (under
applicable program rules) in spite of having withdrawn.

Late disbursements of state aid also may be counted, if the student is
eligible for the state aid even though he or she has withdrawn. For state
aid to be counted, the state must have a written late disbursement policy.
The state aid must be disbursed within 60 days of the student's withdrawal
date. Otherwise, the school must recalculate the student's refund and
repayment.

Credit Balances

Prior to calculating unpaid charges, refunds, or a repayment owed, a school
must eliminate any credit balance on the student's account.

Except for Federal Work-Study funds, a school must determine whether the
Title IV funds that are part of the credit balance should be given to the
student or returned to the programs. Title IV funds that cannot be used to
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pay for educational expenses incurred by the student prior to the time he
or she became ineligible must be returned to the programs.

1. FFEL funds would be returned to the lender;

2. Federal Pell Grant and Direct Loan funds would be returned to
ED; and

3. Federal SEOG and Federal Perkins Loan funds would be
returned to the appropriate accounts at the school.

In determining the amount of educational expenses incurred by the student
before he or she became ineligible, the school may include documented
non-institutional costs that the student incurred.

ED SAMPLE WORKSHEETS

To help schools comply with the new requirements, ED has developed:

1. The Withdrawal Record;

2. The Refund Calculation Worksheet (for non-pro rata refund
calculations);

3. The Pro Rata Refund Calculation Worksheet; and

4. The Repayment Calculation Worksheet;

Use of these worksheets is voluntary.

THE WITHDRAWAL RECORD

The Withdrawal Record collects and organizes all of the information needed
to calculate refunds and repayments.

285
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WITHDRAWAL RECORD

1 Student Information 44,4mki...,:w.mwmtyzalrvigas,lamommagwripaptig

Name Start Date Withdrawal DateiLDA

Social Security Number

/$M,12. Proopm Costsgiar
*-1

.t.n
1004.1.111~.1/112111aelt./111,

non-
1114!:

Tuitiorvfees

Administrative Fee

Room & Board

Books & Supplies

jaglolgtion

Length of Enrollment Period Date of WD/LDA Determination

Ammtgrigeonotrmai
non-
ip;,- Personal/Living

Dependent Care

Disability Costs

, Miscellaneous

Miscellaneous

lay! maplajtsbursemexturmagirmaymaram
Paid to Cash to Paid to Cash to

DATE SOURCE Inst. Costs Student DATE SOURCE Inst. Costs Student

USE TOTALS
FOR PERIOD
CHARGED" c4

TOTAL
Inst. Costs:

I

TOTAL
Noninst. Costs:

TOTAL Aid Paid y;
To Inst. Costs: 4.1

TOTAL Pald To
Inst. Costs:

I
TOTAL Aid Paid

as Cash'

*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour prnrams and for nonterm credit-hour programs, use totals for the program length or for the academ c year. If you
charge by different periods for different charges, convert all totals to represent the longest period.)

4. Statutoapro, Rata Informatizursagazwangesemaym
IS THIS STUDENT A FIRST-TIME STUDENT? A first-time student is ens who has not previously attended at least one class at
this school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student
remains so until he or she withdraws atter attending at least one class at the school or completes the period of enrollment.)

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point
is the point in calendar time when 60% of the enrollment period has elapsed. For clock-hour programs, It Is the point when this
particular student completes 60% of the hours scheduled for the enrollment period.

13 El
YES NO

El El
YES NO

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rata refund calculation Is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and tho Institutional costs that may be excluded, if any.

TRE mums PERCENTAGE MUST RE ROUNDED DOWN TO THE NEAREST to%
IXIAMMOWSLitaMillettittnittIMICUMPDXint

TO DETERMINE THE PORTION THAT REMAINS
"For credit-hour programs:

-Taredgfflini450-
*For deck-hour programs:*

TO412_uSEIVii OD N
"For correspondence programs:

iS 111 I

quatiskormirtwAtntztbra
TO NOT um sahodIodPoms Ala, woad &boom cowl 55 Tan compoled

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
Adminisiraltye Fee (up to $100 or 5%, whichever Is less; must

be en across-the-board actual charge, publicized up-front)
*Documented Cost of Unretumable Equipment
Documented Cost of Returnable Equipment (if not returned In

INST. or pro rata only):
cdition within 20 de s oi withdrawal

1M1M111

0
Total Institutional Costs Total Excludable Inst. Costs

Pro Rata
Institutional Costs:
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1. Student Information

Withdrawal Date or Last Day of Attendance (LDA)

The school must establish the student's withdrawal date, or last day of
attendance (LDA) within the time frame indicated in the chart on the next
page.

A student granted a leave of absence is considered to have withdrawn from
the school.

0 8 7
i...4
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REQUIREMENTS FOR DETERMINING WITHDRAWAL DATE
OR LAST DAY OF ATTENDANCE (LDA)

Withdraws (official withdrawal) The later of:
Date student notifies school of
his/her withdrawal; or
Date specified by student

Drops out (unofficial withdrawal) Last date of student's recorded
attendance

Granted leave of absence Last date of student's recorded
attendance

Expelled Date of expulsion

Enrolled in a correspondence
program

Date of the last lesson submitted by
student if the student failed to submit
the subsequent lesson according to the
school's schedule 2

1 Withdrawal date/LDA must be determined with'n 30 days after the expiration of the earlier of:
the period of enrollment for which the student has been charged,
the academic year in which the student withdrew; or
the end of the student's academic program.

2 The student may be restored to an "in school status" if the student attests to the school in
writing, withi'l 60 days of the last lesson submitted:

a desire t) continue in the program, and
an understanding that required lessons must be submitted on time.

Only one restoration of "in-school status" may be submitted on this basis.
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Length of Enrollment Period

The "length of enrollment period" is the period of enrollment for which the
student has been charged.

The actual enrollment period for which the student was charged must be
\ used in refund and repayment calculations. However, to prevent a school

from establishing very short periods of enrollment, the minimum period
must be:

in

1. For term-based, credit-hour programs, the academic term; or

2. For clock-hour or nonterm credit-hour programs, the lesser of:

a. The student's program of study; or

b. The academic year.

If the school charges by different periods of enrollment for different
charges, the minimum period is the longest period for which the student
has been charged.

Example: A school charges its students tuition by the academic year, but
cha rges for required books and supplies by the academic term
only. Since the longest period for which a student is charged
is the academic year, the period of enrollment, for refund and
repayment purposes, is the academic year.

2. Program Costs

All of the student's educational costs for the enrollment period are listed,
and designated as either institutional or noninstitutional. Institutional
charges are used in the refund calculation, and noninstitution al costs are
used in the repayment calculation.

2 8 9
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Institutional charges include only those charges for which the school
directly charges the student.

Room charges that are merely passed through the school from an individual
or an organization that is not under the control of, related to, or affiliated
with the school, are considered a noninstitutional cost.

Costs for books, supplies, and equipment are considered as institutional
charges if:

1. They are specifically identified as separate charges in the
student's enrollment agreement; or

2. The student must purchase the books, supplies, or equipment
from:

a. A vendor operated by the school; or

b. An individual or an organization affiliated with or
related to the school.

Group health insurance is not included in refund calculation if:

1. All students must purchase the insurance; and

2. The purchased coverage remains in effect for the entire period
of enrollment in spite of the student's withdrawal.

3. Payments and Disbursements

The information reported includes:

1. The amount paid for institutional charges (including aid
received and cash paid by the student); and

2. The amount of aid disbursed to the student for living expenses.
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Federal Work-Study (FWS) wages are never included in either the refund or
the repayment calculation. Only loan amounts received (excluding
origination fees and insurance premiums) are recorded.

Direct Loans and FFEL Program loans are not considered in the repayment
calculation.

4. Statutory Pro Rata Information

This section establishes whether a pro rata refund is required for "first-
time" students, and gathers the data to be used in the calculation.

The 60 percent point of the enrollment period is:

1. For credit-hour programs, when 60 percent (in calendar time)
of the enrollment period has elapsed; or

2. For clock-hour programs, when the student has completed 60
percent of the clock hours scheduled for the enrollment period.

A student's excused absences may be included in the number of clock
hours completed if the school:

1. Permits excused absences under its written policy; and

2. Has documentation of the student's excused absences.

The pro rata refund calculation is based on the portion of the enrollment
period that remains after the student's withdrawal date. The "portion that
remains" is calculated as follows:

1. For credit-hour programs:

Number of weeks remaining in the enrollment period
Total weeks in the enrollment period
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2. For clock-hour programs:

Number of scheduled clock hours remaining
to be completed* in the enrollment period

Total hours in the enrollment period

*Excused absences are counted as hours the student completed.

3. For correspondence programs:

Number of lessons not submitted by the student
Total lessons in the enrollment period

The resulting fraction is converted to a percentage, and is rounded down to

the nearest 10 percent.

The following institutional charges may be excluded from pro rata refund

calculations:

1. The documented cost of unreturnable equipment (if specified in
the enrollment agreement as unreturnable) issued to the
student.

The documented cost of returnable equipment that the student
failed to return within 20 days or did not return in good
condition.

a. The enrollment agreement must disclose any restrictions
on the return of equipment; and

b. The student must be notified in writing prior to
enrollment that the equipment must be returned in good
condition within 20 days of withdrawal.
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3. A reasonable administrative fee (if charged up-front and
applied across the board to all students) not to exceed the
lesser of 5 percent of the student's institutional charges, or
$100.

REFUND CALCULATIONS

All applicable refunds must be calculated and compared to determine
which calculation provides the largest refund to the student.

Calculating a Non-Pro Rata Refund

To calculate any refund other than statutory pro rata:

1. Multiply total institutional charges by the percentage the
school is entitled to retain (based on how long the student
attended).

2. Subtract the unpaid charges.

3. This equals the amount of money paid to institutional charges
that the school may keep.

4. All the rest must be refunded, and the school may bill the
student for the unpaid charges.

If the student's unpaid charges are equal to or greater than the amount that
the school may retain, all Title IV funds (except FWS) paid for institutional
charges must be returned to ED.

Calculating the Pro Rata Refund

To calculate a pro rata refund:

1. Multiply total pro rata institutional charges by the "portion
that remains."

December 22, 1994 TG 6 - 15



2. Subtract any unpaid charges from the refund.

3. This gives you the amount that must be returned to ED.

December 22, 1994 TG 6 - 16



EXAMPLE 1
CORNWELL COLLEGE

Arei Statutory pro rata refund based on
student's first-time attendance at the

school
+ Non-pro rata refund based on state

standards

Cornwell College is a four-year school that operates on a semester system, and measures
progress in credit hours. The school's academic calendar consists of two 15-week semesters.
The school charges students by the semester.

Refund policy

the College's state law:

If the student withdraws: The school retains:

Before classes 0
First week 10%
Second week 25%
Third week 50%
Fourth week 75%
After fourth week 100%

Repayment Policy

Living expenses are prorated based on the number of weeks the student completes during the
semester.

For students who begin classes, 50% of the books and supplies allowance is considered to be
expended (taking into account the bookstore's return policy).

Tom is a first-year undergraduate student attending the school for the first time. He enrolls full-
time for the first semester which begins on August 28. Following school procedures, he officially
withdraws on September 15, which is at the end of the third week of the first semester.

Cost for each term:

Tuition and fees $2,000
Books and supplies allowance $ 200
School's charges for room $1,200
School's charges for board $1,575
Transportation allowance $ 100
Miscellaneous personal expense allowance $ 250

December 22, 1994
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Aid awarded for the academic year:

FSEOG $1,000

Cornwell College Scholarship $2,100

Federal Pell Grant $2,300
Subsidized Federal Stafford Loan (total amount approved) $2,625

State Grant (which includes SSIG) $1,500

The Federal Stafford Loan is scheduled to be disbursed in two equal installments of $1,260 (i.e.,

half of the total amount approved minus the origination fee and insurance premium). Since Tom
is a first-time borrower, the first disbursement is not scheduled to be made until September 29.
The second disbursement is scheduled to be made at the beginning of the second semester.

Tom's financial aid payments for the first semester were credited to his account in the following

order:

FSEOG (on 8/28) $ 500
Comwell College Scholarship (on 8/28) $1,050

Federal Pell Grant (on 8/28) $1,150

State Grant (on 9/5) $ 750

Tom paid for his books and supplies with money he saved from his summer job. Since Tom's

financial aid for the semester was not expected to cover his school charges for tuition, fees,

room and board ($4,775), he was required to make a cash payment of $65. Upon enrolling the

first semester, Tom made a cash payment of $65.

-

Tom withdrew at the 20% point of the enrollment period (3 weeks divided by 15 weeks).
Because he is attending the school for the first time and withdrew before the 60% point, the

school must calculate a statutory pro rata refund in addition to a state refund, and must compare

the two.

For pro rata purposes, the "portion that remains" is 80% (12 weeks divided by 15 weeks,

rounded down to nearest 10%.)

The pro rata calculation results in a refund of $2,560, which is larger than would be required

under the state's refund policy (i.e., 2,387). Thus, the school must use the statutory pro rata

refund calculation result.

rh -
Lt
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WITHDRAWAL RECORD

LayrCi211:ja0jf 112119arawsznamvationswanstasmra
Tom 8/28 9/15

Name Start Date

15-week semester
Withdrawal Date/LOA

9/15
Social Security Number Length of Enrollment Period Date of WD/LDA Determination

*J130../..ttleti. 151

2. Program Costs 41-Ammo&
non-
.101.

Tuition/Fees 2,000

Administrative Fee

Room & Board

13ooks,& Supplies

Transportation

2,775

200

100

non-
inst. inst

Personal/Living 250

Dependent Care

Disability Costs

Miscellaneous

Miscellaneous

3. Pa/meatg2sbursements gallESSZNESZNOMM636=761144; SOODAWAt ' MiOnineiSNOMAISMISZINOGENONtris. "

Paid to Cash to
DATE SOURCE Inst. Costs Student

8/28 FSEOG 500
=6.

8/28 Cornwell Schp. 1,050

.q 8/28 Federal Pell Grant 1,150

1 9/5 State Grant 750

8/28 Student cash 65

DATE SOURCE
Paid to Cash to

Inst. Costs Student

USE TOTALS
FOR PERIOD a
CHARGED* 4:4

TOTAL
Inst. Costs:

TOTAL
Noninst. Costs:

TOTAL Aid Paid
To Inst. Costs: r,ti

TOTAL Paid To
Inst. Costs:

',PS '515k

TOTAL Aid Paid
as Cash:

I
*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour programs and for nonterm credit-hour programs, use totals for the program length or for the academ c year. If you
charge by different periods for different charges, convert all totals to represent the longest period.)

4
4 StatutortPro Rata Information kg ta; togv,,;4itak kgp,:cms,45:m.0zakvingsmximv.v.

IS THIS STUDENT A F1RST-TIME STUDENT? A first-time student is one who has not previously attended at least one class at
this school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student
remains so until he or she withdraws atter attending at least one class at the schcol or completes the period of enrollment.)

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point
is the point in calendar time when 60% of the enrollment period has elapsed. For clock-hour programs, it is the point when this
particular student completes 60% of the hours scheduled for the enrollment period.

YES NO

El El
YES NO

1111111111111111111MINIMMINIMIMMNIIIIIIIMMINIIIIMIN1111111111

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rata refund calculation is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and the institutional costs that may be excluded, if any.
ir&szazisazogiaiurpArigkz47114TaSitigREST 1"

to. TO DETERMINE THE PORTION THAT REMAINSA"..
"For credit-hour programs: 0..

VIEFAS REMAIN 12 .-t

TOTM. WEEKS IN P 1013 = 15 r,
odii "For clodc-hour programs:*

tfi TAFACNVOZ515
1,Jf "For correspondence programs:

Vinfailaainlikientear44§1WWWIMMKOWAMOSilt
'CO NOT %at scfs4Adhan Moo *lased Yourtss couni as Touts convNlatl*

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
*Administrative Fee (up to $100 or 5%, whichever Is less; must

be an across-the-board actual charge, publicized up-front)
*Documented Cost of Unreturnable Equipment
*Documented Cost of Returnable Equipment (if not returned in

ood condition within 20 da s of withdrawal)
tOTAL EXCLUDABLE INST. COSTS ( or pro rats Only):

4,775 0 0

41=1.10
MUNI

Total Institutional Costs Total Excludable Inst. Costs

Pro Rata
Institutional Costs:

=1111111

MiM
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REFUND CALCULATION WORKSHEET

Unpaid Charges
*Scheduled SFA payments and FFEL late 0
disbursements that have not yet been received, for
which the student is still eligible in spite of having
withdrawn, can be counted to reduce the students
scheduled cash payment. This includes late State
ald disbursements as allowed under written State J
policy. Scheduled payments from sources other
than those above cannot be counted In this manner.)

-;:31-?.,:i."V'''
Kt.r.s,3,e,-,:,-'w4a1,',. PA; ,,-. - Sr..,.,...,S.,;05...;-`lt"A 4,,,,-§r),, -',,,a. 5 +.6:::\.511;t4f.."

...14:, ,.1.:"..:..\.,,.'.../7,,..:2.0, ..4. .., .. .,,..jv 0

v4:-.',-,:)...&,n-T.-:
- ss siWv ,., ,t-St% ;:A.. 7 -r1:-,:-.

STEP TWO... .0
q.
'...3

i

111111
MEI

4,775

3,450

Total Institutional Costs
porn Withdrawal Record)._
Total Aid Paid to Inst. Costs* fa
(also from Withdrawal Record) %V

:;!

0:.t'.\''0,1

../; S '4r. '5 ..&i,.. .6:4-4:17#,JIP,

-.0if-'4...`,
,.,s,7"4' .6,,t',1,10 '6..?; .,1

STEP THREE. i.:
1:

Refund Amount gsi

Generally, funds must be returned to the appropriate "4
program account(s) within 30 days of the date of '4 mu
withdrawal, and to the lender within 60 days of the same.

yyMERAW/flelo'
-7 . ii-alrelig'

Amount Retained
'This percentage is determined by the school's refund
policy, according to State andior accrediting agency
guidelines. For first-time students who withdraw on or
before the 60% point in the enrollment period (see
Withdrawal Record for details), a pro rata refund must mow
also be calculated. For even/ student recenring SFA
funds, all possible refunds must be calculated and
comparedthe school must US8 the refund that is
most beneficial to that particular student.

1,325
Scheduled Cash Payment (SCP)

Attribution not allowable)...

Studenrs Cash Paid
65 (from Withdrawal Record)

1,260 UNPAID CHARGES

Total Institutional Costs
4,775

itUfflalatclr.AW.41.11.e.P.201._........

X 50%
%Allowed to Retain*

._.(from school's refund policy)
....N.N. Nom 2,388

Initial Amount Retained
By.:The School .....Frz.....rit al:Tore
UNPAID CHARGES il!=i=PI'dtr

1,260 (from Ste!) One) / la*
1,128 AMOUNT RETAINED4ii:"..'.NONNI

IMMO

IA ''',"
-:,,!... ,.... ... ,.. S.

.;47.1. Il..

""gret-

UMW

3,515

1,128

Total Paid to Institutional Costs
(from Withdrawal Record)

Amount Retained
(from Step Two)

2,387 REFUND AMOUNT
RETURNED TO SFA PROGRAMS

`NifikairiaWng.05" ""Ir 4

REFUND-DISTRIBUTIONPrescribed.by -Law and Regulation

TOTAL REFUND

1. Federal SLS Loan

2. Unsubsidized Federal Stafford Loan

3. Subsidized Federal Stafford Loan

4. Federal PLUS Loan

5. Federal Direct Sub/Unsub Loan

6. Federal Direct PLUS Loan

7. Federal Perkins Loan

8. Federal Pell Grant

9. FSEOG

10. Other Title IV Aid programs

11. Other Federal sources of aid

12. Other state, private, or institutional aid

13. The student

r
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te.

PRO RATA REFUND CALCULATION WORKSHEET

` ' - -.4 ki:iikl41%:.,+,-- '- icl. ,%-'ic.,/:
...., -,..iie, - ' -% ,' ,4'-'r-' --7..: i.,- - '.. '
5.*.grti-, -t -, -i t -':' '4.l'i, ',..-AT'itcA:' '''''"W"

4. StEP ONE -11.
..,

Unpaid Charges
ri4 .Scheduled SFA payments and FFEL late
aSIV disbursements that have not yet been received, for

which the student is still eligible in spite of having
withdrawn, can be counted (o reduce the student's
scheduled cash payment. This includes late State

MI aid disbursements as allowed under written State
7k1 policy. heduled payments from sources other
-lyt than those above cannot be counted in this manner.

mon

ff Total Institutional Costs4,770 Ifrom Withdrawal Record)
Total Aid Paid to Inst. Costs*3,450 (also from Withdrawal Record)
Student% Scheduled1,325 Cash !Event (SCP)
Students Cash Paid

65 (from Withdrawal Record)

1,260 UNPAID CHARGES

.1 Refund Amount
Generally, funds must be returned to the appropriate

NA program account(s) within 30 days of the date of
!,12c withdrawal, and to the lender within 60 days of the

same

74,4

N?
fr; 3r.i..311

e;40141:Z464k

NMI

1=11

11111!

NUMMI

.:h

Pro Rata Institutional Costs
4,775 __prom WitlgragalRearsa_.

% to be Refunded80% from the Portion That Remains

3,820 Initial Refund Amount
Unpaid Charges

1,260 (from Step One)

2,560 ACTUAL REFUND
RETURNED TO SFA PROGRAMS

REFUND DISTRIBUTIONPrescribed-by Law and Regulation
TOTAL REFUND

1. Federal SLS Loan

2. Unsubsidized Federal Stafford Loan

3. Subsidized Federal Stafford Loan

4. Federal PLUS Loan

5 Federal Direct Sub/Unsub Loan

6. Federal Direct PLUS Loan

7. Federal Perkins Loan

2,560

0

0

0

0

0

B. Federal Pell Grant

9. FSEOG
.

10. Other The IV Aid programs
- ---

11. Other Federal sources of aid

12. Other state, private, or institutional aid

1,150

500

750 *

0

160 **

0
..---_

1S. The student

State Grant
" Cornwell Scholarshi
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EXAMPLE 1: CORNWELL COLLEGE

Withdrawal Record

Student Information: Since Cornwell College is a credit-hour school that

charges its students by the semester, the 15-week semester is the enrollment

period.

Program Costs: Total institutional charges include only charges for tuition

and fees, and room and board. All remaining costs are noninstitutional

costs.

Payments and Disbursements: Only the cash payment and the aid received

for the enrollment period are recorded. There was no cash disbursement.

The loan is not included. As a first-time borrower in the first year of an
undergraduate program, Tom may not receive the loan until 30 days after

class begins. Because he withdrew before that point, the loan may not be

disbursed .

Statut, ry Pro Rata Information: The percentage of the semester completed

is 20 percent (3 weeks completed ÷ 15 weeks in the semester). Because

Tom is a first-time student who withdrew before the 60 percent point of the

enrollment period, a statutory pro rata refund must be calculated.

The portion of the semester that remains is 80 percent (12 weeks remaining

+15 weeks in the semester, rounded down to the nearest 10 percent).

None of the institutional charges may be excluded from the pro rata refund

calculation.

9 ')
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Non-Pro Rata Refund Calculation Worksheet

Step One: The unpaid charges are calculated by first determining the
amount of the scheduled cash payment, and deducting from that amount
the cash paid by the student.

Step Two: The initial amount of institutional charges that may be retained
is calculated using the withdrawal date and the state refund policy. Then,
the unpaid charges are deducted to obtain the total amount that may be
retained.

Step Three: The refund amount is equal to the total amount of cash and
student aid payments made for institutional charges minus the total amount
the school may retain.

Pro Rata Refund Calculation Worksheet

Step One: The amount of unpaid charges is calculated in the same manner
as for the non-pro rata refund calculation.

Step Two: The pro rata institutional charges for the enrollment period are
multiplied by the "portion that remains." Unpaid charges are subtracted
from that result.

The pro rata calculation provides a larger refund than the state refund
calculation.
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EXAMPLE 2
LYNLEY INSTITUTE

Agee + Pro rata refund based on student's
first-time attendance at the school

+ Non-pro rata refund based on
accrediting agency standards

Lyn ley Institute offers nonterm, clock-hour programs of varying lengths. A 1,200-clock-hour

program takes 40 weeks to complete, and is divided into three payment periods: 450 clock
hours, 450 clock hours, and 300 clock hours. The Institute charges tuition and fees for the

entire program at the time of enrollment. The Institute charges all students a $75 administrative

fee. The administrative fee is identified and explained in the student's enrollment agreement.

Refund Policy

The Institute's accrediting agency's standards:

If the student withdraws after completing: The school retains:

Less than 10% 10%

10-19% 25%

20-29% 35%

30-39% 50%

40-49% 75%

50% or more 100%

Repayment Policy .

Living expenses are prorated based on the number of weeks the student is enrolled. For
students who begin classes, 50% of the books and supplies allowance is considered to be

expended (taking into account the bookstore's return policy).

Student Information

George enrolls on July 3 in a 1,200-clock-hour program. He officially withdraws on August 11

after attending five weeks of classes (completing 150 clock hours).

Cost for the Program:

Administrative fee $ 75

Tuition and fees $1,500

Books and supplies allowance $ 200
School's allowance for off-campus living expenses $5,000

Aid awarded for the Program:

Federal Pell Grant $2,300

State Grant (which includes SSIG) $1,500

Federal Direct Subsidized Loan (total amount approved) $2,625

December 22, 1994
Continued on next page
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The Federal Direct Subsidized Loan was awarded for the entire program. The loan is
scheduled to be disbursed in three equal installments of $840 (i.e., one-third of the total amount
approved minus the origination fee and insurance premium) at the beginning of each payment
period.

George's financial aid covered the amount of his charges for the program. Only his aid for the
first payment period was credited to his account:

Federal Direct Subsidized Loan installment (on 8/11) $840
State Grant (which includes SSIG) (on 8/11) $500
Federal Pell Grant (on 8/11) $767

The $840 Federal Direct Subsidized Loan, the $500 State Grant, and $235 of the Federal Pell
Grant were used to pay school charges ($1,575). The school disbursed the $532 remaining Pell
in cash for George's living expenses.

George withdrew at the 13% point in time of the program (5 weeks + 40 weeks = 12.5%,
rounded up to 13%).

According to the accrediting agency's refund policy, the school can retain 25% of its institutional
charges. However, since George withdrew before the 60% point of the enrollment period and
was attending the school for the first time, the school must also perform the statutory pro rata
calculation and compare the two refunds.

For pro rata prrposes, the portion that remains is 80% (1,050 clock hours 1,200 clock hours =
87.5, rounded down to the nearest 10% which is 80%).

The accroditing agency's refund policy results in a $1,181 refund, which is smaller than would
be required under the pro rata refund calculation. Thus, the school must use the pro rata refund
calculation result.

303
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WITHDRAWAL RECORD

laYS121a9M9191-221MitingiankrarallaiNEVIE
George 7/3 8/11 official

Name Start Date Withdrawal Date/LDA

1,200 clock hours/ 40 weeks 8/11

Social Security Number Length of Enrollment Period Date of WD/LDA Determination

2 Program CostP.1.1./7641 MS.

non-
fat. ICI

Tuition/Fees

Administrative Fee

Room & Board

Books & Supplies

Transportation

1,500

75

5,000

200

Ktga. asaan.,

non-
inst. inst.

PersonaVLivinq

Dependent Care

Disability Costs

Miscellaneous

Miscellaneous

mdgmump4- eami...m..,Avwframtaw,vagaiimu-44:054....amt.,....:.. .443 Payments/Disbursements -4,0magov,r-ravvvrtzu,
Paid to Cash to Paid to Cash to

DATE SOURCE Inst. Costs Student DATE SOURCE Inst. Costs Student

8/11 Federal Direct Stafford 840
-g

8/11 State Grant 500

8/11 Federal Pell Grant 235 532

USE TOTALS
FOR PERIOD a
CHARGED'

TOTAL
Inst. Costs:

TOTAL
Noninst. Costs:

TOTAL Aid Paid a
To Inst. Costs: Pli

I AWgtA
TOTAL Paid To

Inst. Costs:

Iliti"
TOTAL Aid Paid

as Cash:

532-

*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour programs and for nonterm credit-hour programs, use totals for the program length or for the academ c year. If you
charge by different periods for different charges, convert all totals to represent thelongest penod.)

4; Statutory_Pro Rata Informati
IMSMINAMIONittelAWAir '"ItAreiliViMM2MiNii.TOOMMICtiftV.aNICAY.9D-nerlatattialWgrairdat'"

IS THIS STUDENT A FIRST-TIME STUDENT? A first-tirne student is one who has not previously attended at least one class at

this school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student
remains so until he or she withdraws atter attending at least one class at the school or completes the perlod of enrollment.)

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point
is the point In calendar time when 60% of the enrollment period has elapsed. For clock-hour programs, it is the point when this
particular student completes 60% of the hours scheduled for the enrollment period.

OE]
YES NO

Ei
YES NO

U1111111111111HIIIIIIIIIIIIIIMMINDIIIHH111119111111111111111111111111110

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rata refund calculation is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and the institutional costs that may be excluded, if any.

THE RESULTING PERCENTAGE MUST BE ROUNDED DOWN TO THE NEAREST 10%

' 01212t1==frifttlOirkl.M=MMETKIMMILI:Xel/C1
1 TO DETERMINE THE PORTION THAT REMAINS a

're,

.." For credit-hour programs:

1 TOTAL WEEKS IN PERIOD

"MIii.
WEEKS ylEJJAININ( ,.,

0 For clock-hour programs:* 1050 tl
-175461V8iimaiffor

,-= 1,200 1tg
For correspondence programs:441. L l ,t1 = 1

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
'Administrative Fee (up to $100 or 5%, whichever is loss: must

be an across-the-board actual charge, publicized up-front)
'Documented Cost of Unrefurnable Equipment
Documented Cost of Returnable Equipment (il not returned in

good condition within 20 days of withdrawal)

-I-

+

+

75

0

TOTAL EXCLUDABLE INST. COSTS OW pro rata only): = 75

.mLimgme
.

diontimagsn....,04444.00osfoiviii
. - . IP 1,575 0 75

TO NOT uo xhaiftlhoun Ain mused *semi mini as Um comPleled Total Institutional Costs Total Excludable Inst. Costs

Pro Rata
Institutional Costs:

December 22, 1994
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REFUND CALCULATION WORKSHEET

zt....4_,w.faimewegrgiaT4C4El'arbriterfaree,4161. 'MEW
Total Institutional Costs
(from Withdrawal Record)._

Total Aid Paid to Inst. Costs'
(also from Withdrawal Record)

4-

cjh Unpaid Charges
'Scheduled SFA payments and FFEL late

-Atri, disbursements that have not yet been received, for
which the student is still eligible in spite of having

V: withdrawn, can be counted to reduce the student's .
scheduled cash payment. This includes late State
aid disbursements as allowed under mitten State -$1,

glW policy. (Scheduled payments from sources other
44 than those above cannot be counted in this manner.)

.ft:Ar

NMI

t'l ,

3.:
''',.. +.4.. ...-S

1,575

1,575

0

0

0

Scheduled Cash Payment (SCP)
(attribution not allowable)
Student's Cash Paid
(from Withdrawal Record)

UNPAID CHARGES

Amount Retained
'This percentage is detennined by the school's refund

gh policy, accoreing to State and/or accrediting agency
guidelines. For first-time students who withdraw on or
before the 60% point in the enrollment period (see

k,....i Withdrawal Record for details), a pro rata refund must lig: ait
.k.,14. also be calculated. For every student receiving SFA
u..14,f funds, all possible refunds must be calculated and

comparedthe school must use the refund that is 4g 301.1
most beneficial to that particular student. I ,....

-,.. ,
, -i,..5,00,-.-.e.,...-

..,,..,.. ,.. .t."

Total Institutional Costs
1,575 ...01.9r11.Witt.awg

% Allowed to Retain*
25% (from school's refund policy)

initial Amount Retained
394 By...The School Fir17.177.7;117.7.;:l

UNPAID CHARGES r2VciXgrrni=
(from Step Orte) FWS)'k"---/394 AMOUNT RETAINED -V".

43'43

lig Refund Amount WHIM

"Vil A

Total Paid to Institutional Costs
1,575 (from Withdrawal Record)

Amount Retained
394 from Ste Two

Generally, funds must be returned to the appropnale
1'03 program accounifs) within 30 days of the date of am= REFUND AMOUNT

withdrawal, and to the lender within 60 days of the same. 1,181
RETURNED TO SFA PROGRAMS

raomkri.forkwiry.zyr,:f.iag4;:gMlitata,;-ael;i
'16dt.i.tra%. ;NZ: n". -74.35* r!.47.-raiitsiries.ce" . .

REFUND DISTRIBUTION=Prescribed hy Law and Regulation'
TOTAL REFUND

1. Federal qLS Loan 8. Federal Pell Grant

2. Unsubsidized Federal Stafford Loan 9. FSEOG

3. Subsidized Federal Stafford Loan 10, Other Title IV Aid programs

4. Federal PLUS Loan 11. Other Federal sources of aid

6. Federal Direct Sub/Unsub Loan

6. Federal Direct PLUS Loan

7. Federal Perkins Loan

12. Other state, private, or institutional aid

13. The ...:swent

December 22, 1994
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PRO RATA REFUND CALCULATION WORKSHEET

Unpaid Charges

Total Institutional Costs
(from Withdravoil Record) 0
Total Aid Paid to inst. Costs* ra

1,575 (also from Wrthdrawal Record) V,

'Scheduled SFA payments and FFEL late
disbursements that have not yet been received, for
which the student Is sUit eligible in spite of having
withdrawn, can be counted to reduce the studenrs
scheduled cash payment. This Includes late State
aid disbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.

Refund Amount
Generally, funds must be returned to the appropriate am
program account(s) within 30 days ot the date of
withdrawal, and to the lender within 60 days of the
same.

Pro Rata institutional Costs
(from Withdra20.13690)
% to be Refunded
(from the Portion That Remains)

1,200 Initial Refund Amount

REFUND. DISTRIBUTION-,Prescribed by Law and Regulation

TOTAL REFUND

1. Federal SLS Loan 0

2. UnsubsIdized Federal Stafford Loan 0

3. Subsidized Federal Stafford Loan 0
N *****

4. Federal PLUS Loan 0

5, Federal Direct Sub/Unsub Loan

6. Federal Direct PLUS Loan 0

7. Federal Perkins Loan

8. Federal Pell Grant 360*
9. FSEOG 0

can return gross amount

la Other Title IV Aid programs 0

11. Other Federal sources of aid 0

12. Other state, private, or institutional aid 0

13. The student 0

December 22, 1994
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EXAMPLE 2: LYNLEY INSTITUTE

Withdrawal Record

Student Information: Since Lyn ley Institute charges its students for the
entire program at the time of enrollment, the 1,200-clock-hour, 40-week
program is the enrollment period.

Program Costs: Total institutional charges include tuition and the
administrative fee. Total noninstitutional costs consist of the school's
allowances for off-campus living expenses and for books and supplies.

Payments and Disbursements: All aid that was disbursed is recorded. The
remaining $532 of the Federal Pell Grant payment was disbursed in cash.

Statutory Pro Rata Information: The percentage of the enrollment period
completed is 13 percent (150 clock hours completed + 1,200 clock hours in
the enrollment period, rounded up). Since this is before the 60 percent
point in time of the enrollment period, a statutory pro rata refund must be
calculated.

The portion of the enrollment period that remains is 80 percent (1,050
remaining clock hours + the 1,200 clock hours in the program, rounded
down to the nearest 10 percent).

The entire $75 administrative fee may be excluded from the pro rata refund
calculation because it:

1. Is charged up front to all students; and

2. Does not exceed $100 or 5 percent of the institutional charges.

Accrediting Agency Refund Calculation Worksheet

Step One: Because all of the institutional charges were paid by financial
aid received, there are no unpaid charges.
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Step Two: The initial amount of institutional charges that may be retained
is calculated using the withdrawal date and the accrediting agency refund
policy. Since there are no unpaid charges, the entire amount calculated
under the accrediting agency refund policy may be retained.

Step Three: The refund amount is equal to the total amount of aid paid to
institutional charges minus the total amount the school may retain.

Pro Rata Refund Calculation Worksheet

Step One: There are no unpaid charges.

Step Two: The pro rata institutional charges are multiplied by the "portion
that remains."

Because the pro rata refund is larger than the accrediting agency refund,
the school must use the pro rata refund calculation result.

CALCULATING THE REPAYMENT

Repayment requirements are identical for all students. The repayment is
equal to the total cash disbursed (excluding any FWS, Direct Loan, or
Federal Family Education Loan) minus the total noninstitutional costs

incurred.

Step Onc: The total amount of noninstitutional costs incurred for the
enrollment period is calcula ted using the school's written repayment policy.

Step Two: The entire cash disbursement is used in the repayment

calculation.

Step Three: Because the amount of noninstitutional costs exceeded the

amount received as a cash disbursement, no repayment is required.
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REPAYMENT CALCULATION WORKSHEET

Living Expenses
Incurred

Because schools repayment policies differ, this
step can be calculated two ways: the total
noninstitutional costs (11* from Withdrawal Record)
may be retained at a flat percentage, or the
itemized costs (listed on Withdrawal Record) may
be retained at differing rates and then totalled.

Tto vinitatt
NONINST. COSTS

(from Withdrawal Record)

HQ901 81119ard 5,000

Ir.attapgrlaticin...

Personal/Living/Misc

200

EXPENSES ACTUALLY INCURRED
(from school's repayment policy)

.13 = 650

.50 = 100

TOTAL
COSTS

TOTAL
750 INCURRED

ash Paid to Studen
'FFEL funds are excluded from repaymentthe
student is already obligated to repay these funds to
the lender.

0"r4V

Total Aid Paid as Cash532 (from Withdrawal Record)

0 Cash Paid from FFEL Funds'

ar
Repayment Amount 4
Funds must be returned to the appropriate program sem
account(s) within 30 days of the student's
repayment to the school.

532 (from Ste2 Two)
Total Cash Paid to Student

750
Total Costs Incurred
(from Step One)

Vie;OF tammatc
0

fIf this amount is zwo ol
negetWe. the gudere

1. owes na repayrnentj

REPAYMENT AMOUNT4?
RETURNED TO SFA PROGRAM

REPAYMENT DISTRIBUTIONPrescribedby Regulation
TOTAL REPAYMENT

1. Federal Perkins Loan

2. Federal Pell Grant

3. FSEOG

4. Other Title IV Aid programs

5. Other Federal sources of aid

6. Other state, private, or institutional aid
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ALLOCATING REFUNDS AND REPAYMENTS

Any refund calculated must be returned first to the Title IV programs.
The amount of refund returned to a Title IV program may not exceed
the amount that the student received from that program for the
enrollment period.

The refund must be allocated in the following order:

1. Unsubsidized Federal Stafford Loan Program;

2. Subsidized Federal Stafford Loan Program;

3. Federal PLUS Loan Program;

4. Direct Subsidized/Unsubsidized Loan Program;

5. Direct PLUS Loan Program;

6. Federal Perkins Loan Program;

7. Federal Pell Grant Program;

8. Federal Supplemental Educational Opportunity Grant (FSEOG)
Program; and

9. Any other Title IV program.

Loan amounts returned may include any applicable origination and
insurance fees.

r)
/
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If there is any remaining money after returning all Title IV funds received
for the enrollment period, the remaining funds are allocated in the
following order to:

1. Other federal, state, private, or institutional student financial
assistance programs; and

2. The student.

The repayment must be allocated in the following order:

1. Federal Perkins Loan Program;

2. Federal Pell Grant Progrm;

3. Federal Supplemental Educational Opportunity Grant (FSEOG)
Program;

4. Any other non-loan Title IV program; and

5. Other state, private, or institutional student financial assistance
programs.

The amount of repayme it returned to a Title IV program may not exceed
the amount received from that program for the enrollment period.

Deadlines for Returning Title IV Funds to FFEL Lenders and Program
Accounts

The refund allocated to the FFEL Program must be returned to the FFEL
lender according to program rules within 60 days of the earliest of:

1. The date the student notifies the school of his or her
withdrawal or the withdrawal date specified by the student,
whichever is later;
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2. The date the school determines that the student has
withdrawn;

3. The last day of the term (i.e., semester, trimester, or quarter) in
which the student withdrew; or

4. The end of the enrollment period for which the loan was
made.

For the Federal Perkins Loan, Federal Pell Grant, FSEOG, and Direct Loan
programs, the refund must be returned to the program account within 30
days of the date:

1. The student officially withdrew, was expelled, or was
granted a leave of absence; or

2. The school determines that the student has dropped out.

If a refund is due the student the regulations specify when the student
must be paid the refund. The school must pay the student within:

1. Thirty days of the student's withdrawal, if the student
officially withdraws;

2. Thirty days of the earliest of the following dates, if the student
drops out:

a. The date on which the school determines the student
dropped out;

b. The expiration of the term; or

c. The expiration of the enrollment period; or

3. Thirty days after the student's last recorded date of
attendance, if the student takes an approved leave of absence.
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If the repayment amount is less than $100, no repayment is owed. The
repayment of a Federal Perkins Loan, Federal Pell Grant, or FSEOG must be
returned to the appropriate program account within 30 days of the date the
student makes the payment.

Although the school is not liable for a repayment owed by the student
(except in cases of school error), the school is responsible for:

1. Notifying and billing the student for the amount due; and

2. Collecting the repayment.

Until the overpayment is resolved:

1. The student is ineligible for further Title IV assistance; and

2. The overpayment owed must be reported on any financial aid
transcript completed for the student.

An FSEOG or Federal Pell Grant overpayment that the school is unable to
collect can be referred to ED for collection. The school must follow the
format specified on page 66 of The Verification Guide, 1994-95.

CASE STUDIES

The following case studies require application of the Title IV refund and
repayment rules.

1. The first case study demonstrates the requirements for a clock-
hour program, and involves calculating the pro rata refund and
the refund under state policy.

2. The second ca3e study demonstrates the requirements at a term-
based, credit-hour school when the school must calculate the
student's reftmd under its own refund policy and under the
Student Assistance General Pr, 'visions Appendix A refund
standards.

December 22, 1994
`c313

TG 6 - 35



CASE STUDY 1- dr + Pro rata refund based on student's

BRAEBURN COLLEGE first-time attendance at the school
ArA+ Refund under state policy

Braeburn College offers nonterm, clock-hour programs of varying lengths. A 900-clock-hour
program takes 30 weeks to complete, and is divided into two 450-clock-hour payment periods.
The College charges tuition and fees for the entire program at the time of enrollment. All
students are charged a $50 administrative fee, which is identified and explained in the students
enrollment agreement.

Refund Policy.

The College's refund policy is based on the requirements of state law:

If the student withdraws after completing: The school retains:

Less than 10% 10%

10-19% 20%
20-29% 30%
30-39% 50%
40-49% 75%
50% or more 100%

Repayment Policy -

Living expenses are prorated based on the number of weeks the student is enrolled.

For students who begin classes, 50% of the books and supplies allowance is considered to be
expended (taking into account the bookstore's return policy).

Student Information

Ann enrolls on October 2 in a 900-clock-hour program and is attending the school for the first
time. (She is not a first-time borrower.) She withdraws from the program on November 21 after
attending nine weeks of classes (completing 270 clock hours).

Cost for the Program:

Administrative fee $ 50
Tuition and fees $3,000
Books and supplies allowance $ 100
School's allowance for a dependent student living with parents $1,500

Continued on next page
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Aid awarded for the Program:

Federal Pell Grant $1,500
Subsidized Federal Stafford Loan (total amount approved) $2,000
FSEOG $ 500

Aid disbursed for the Payment Period:

The Federal Stafford Loan was awarded for the entire program. The loan is scheduled to be
disbursed in two equal installments of $960 (i.e., half of the total amount approved minus the
origination fee and insurance premium) at the beginning of each payment period.

Ann's financial aid was expected to cover her institutional charges. Only her aid for the first
payment period was credited to her account:

Federal Pell Grant (on 10/9) $ 750
Federal Stafford Loan installment (on 10/9) $ 960
FSEOG (on 10/9) $ 250
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WITHDRAWAL RECORD

1 .,Student.informati orlmossisimingreauggammaraggs
Name Start Date Withdrawal Date/LDA

Social Security Number

2.,prompm Costs
non-

t
Tuition/Fees

Administrative Fee

Room & Board

Books & Supplies

Transportation

Length of Enrollment Period Date of WD/LDA Determination

non-
VA

Personal/Living

Dependent Care

Disability Costs

Miscellaneous

Miscellaneous

417-

3. Payments Disbursements Wilaild."na4.1"
..aimif.w., -cyan sememnatuammonct-im&-:cimatratv-imuvt-fow.,AltawgraimStawifAS

I.

DATE SOURCE
Paid to Cash to

inst. Costs Student
Paid to Cash to

DATE SOURCE Inst. Costs Student

USE TOTALS
FOR PERIOD ;11
CHARGED" A

TOTAL
Inst. Costs:

TOTAL
Noninst Costs:

TOTAL Aid Paid
To Inst. Costs: I;

TOTAL Paid To
Inst. Costs:

TOTAL Aid Paid
as Cash:

I 0
*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour programs and for nonterm credit-hour programs, use totals for the program length or for the academ c year. If you
charge by different periods for different charges, convert all totals to represent the longest penod.)

itPAISHARLISfiteM CieflatieVIMPINZPOWAIWeLeligai0E,
4 Statutoaproo Rata Information ydagswititimig,;k
IS THIS STUDENT A FIRST-TIME STUDENT? A first-time student Is one who has not previously attended at least one class at El El
this school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student
remains so until he or she withdraws after attending at least one class at the school or completes the period of enrollment.) YES NO
DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point
is the point in calendar time when 60% of the enrollment period has elapsed. For clock-hour programs, it is the point when this
particular student completes 60% of the hours scheduled for the enrollment period.

Do
YES NO

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rats refund calculation Is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and the Institutional costs that may be ex( luded, it any.

THE RESULTINGI PERCENTACIE MUST U POUNDED DOWN TO THE NILARIST io%
(0.0117.1$10=241SM=f0418X

TO DETERMINE THE PORTION THAT REMAINS
A *For credit-hour programs:

t TORVERMIOD a

11

.4 *For clock-hour programs:*

1751ititili!?6suff1606955
,

For correspondence programs:
EL ES r 2

t4i 111 doe

IVXMAIHAMIXILMAGSIMW.4441160iNtitia,Mriletz
'DO NOT uts whedviedhotn. Also.onueed *mom owe se lours completed

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
Administrative Fee (up to $100 or 5%, whichever is less; must

be an across-the-board actual charge, publicized up-front) +
*Dccumented Cost of Unretumable Equipment
*Documented Cost of Returnable Equipment (if not returned in

good condition within 20 Alys of withcliwal)
TOTAL EXCLUDABLE IN§TCOSTS cfriritts only): 111011.=

MOM,

0
Total Institutional Costs Total Excludable Inst. Costs

Pro Rata
Institutional Costs:

I

United States Department of Education
Student Financial Assistance Programs
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PRO RATA REFUND CALCULATION WORKSHEET

Unpaid Charges
*Scheduled SM payments and FFEL late
disbursements that have not yet been received, for
which the student ts still eligible In spite of having
withdrawn, can be counted to reduce the student's
scheduled cash payment. This includes late State
aid disbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.

"AMOY*e

frr.r5,

Total Institutional Costs
Recorsa_

Total Aid Paid to Inst. Costs*
(also from Withdrawal Record)
Student's Scheduled
Cash Parient (scq
Students Cash Paid
from Withdrawal Record .

UNPAID CHARGES

Refund Amount

Pro Rata Institutional Costs
_prom Withdrawal Record)

% to be Refunded
(from the Portion That Remains)

Generally, funds must be returned to the appropriate
program account(s) within 30 days of the date of ..1 Imo
withdrawal, and to the lender within 60 days of the tt;
same.

'REFUND DISTRIBUTIONPrescribed by Law and Regulation
TOTAL REFUND

1. Federal SLS Loan 8. Federal Pell Grant

2. Unsubsidized Federal Stafford Loan 9. FSEOG

3. Subsidized Federal Stafford Loan 10. Other Title IV Aid programs

4. Federal PLUS Loan 11. Other Federal sources of aid

5, Federal Direct Sub/Unsub Loan 12. Other state, private, or institutional aid

6. Federal Direct PLUS Loan 13. The student

7. Federal Perkins Loan

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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REFUND CALCULATION WORKSHEET

:1,;.7A.41,4"'Culj.4...41NA:4 t. ceNr n 4tV' " .
.^'"44..*::?..:41'.' S:A?tfiii; 1,, ' \c- 4Sy rut-e ' ^ C \ -AO - T tt.41, r4,

STE P ONE Total Institutional Costs
ifrom Withdrawal Record)

Unpaid Charges
*Scheduled SFA payments and FFEL late
disbursements that have not $ret been received, for
which the student is still eligible in spite of having
withdrawn, can be counted to reduce the students
scheduled cash payment. This includes late State
ald disbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.)

Total Aid Paid to Inst. Costs.'
(also from Withdrawal Record)

Scheduled Cash Payment (SCP)
(attribution not allowable)

Students Cash Paid
(from Withdrawal Record)

UNPAID CHARGES

Amount Retained
'This percentage is determined by the school's refund
policy, according to State and/or accrediting agency
guidelines. For first-time students who withdraw on or
before the 60% point in the enrollment period (see
Withdrawal Record for details), a pro rata refund must
also be calculated. For every student receiving SFA
funds, all possible refunds must be calculated and
comparethe school must use the refund that Is
most beneficial to that particular student.

Total Institutional Costs
.....

%Allowed to Retain`
(from school's refund policy)

Initial Amount Retained
By The School iiii7LIZlii:Ttitiri
UNPAID CAARdES niZtzivi:11:1:98Fslirldbe-

(from Step One) returnad

A
(exc. FWS).I

AMOUNT RETAINED.G.ee

Refund Amount

Total Paid to Institutional Costs
(from Withdrawal Record)

Amount Retained
(from Step Two)

Generally funds must be returned to the appropriate
program account(s) within 30 da rs of the date of
withdrawal, and to the lender wibin 60 days of the same.

REFUND AMOUNT
RETURNED TO SFA PROGRAMS

REFVND DISTRIBUTIONprescribed by Law and Regulation.
TOTAL REFUND

1. Federal SLS Loan

2. Unsubsidlzed Federal Stafford Loan

8. Federal Pell Grant

9. FSEOG

3. Subsidized Federal Stafford Loan 10. Other Title IV Aid programs

4. Federal PLUS Loan 11. Other Federal sources of aid

5. Federal Direct Sub/Unsub Loan 12. Other state, priva:e, or institutional aid

6. Federal Direct PLUS Loan 13. The student

7. Federal Perkins Loan

United States Department of Education
Student Financial Assistance Programs

December 22, 1994
BEST COPY AVAILABLE 3 18
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CASE STUDY 2
CARSTON COLLEGE

AC + No state or accrediting agency
refund standards exist

+ Student is not attending the school
for the first time

Carston College is a four-year school that operates on a semester system and measures
progress in credit hours. The school's academic year consists of two 15-week semesters.

Refund Policy

The College uses the refund policy reviewed and approved by its governing board:

If the student withdraws: The school retains:

Before classes 0
First week 10%
Second week 25%
Third week 45%
Fourth week 80%
After fourth week 100%

Repayment Policy

Living expenses are prorated based on the number of weeks the student completes during the
semester. For students who begin classes, 50% of the books and supplies allowance is
considered to be expended (taking into account the bookstore's return policy).

.r.Stugent. inform'atiori

Carol is attending her second year at the school. She enrolls full-time on September 11 for the
first semester. Following school procedures, she officially withdraws on October 9 at the end of
the fourth week of the first semester.

Cost for each term:

Tuition and fees $2,500
Books and supplies allowance $ 400
School's allowance for off-campus living expenses $2,600

Aid awarded for the academic year:

Carston Scholarship $1,600
Federal Pell Grant $1,000
Federal Stafford Loan (total amount approved) $3,500
State Grant (which does not include SSIG) $1,500
FSEOG $ 800

Continued on next page
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The Federal Stafford Loan is scheduled to be disbursed in two equal installments of $1,680 (i.e.,
half of the total amount approved minus the origination fee and insurance premium) at the
beginning of each semester.

Carol's financial aid payments for the first semester were credited to her account in the following
order:

State Grant (on 9/11) $ 750
Carston Scholarship (on 9/11) $ 800
Federal Stafford Loan installment (on 9/11) $1,680
FSEOG (on 9/11) $ 400
Federal Pell Grant (on 9/15) $ 500

Since Carol's financial aid for the semester covered her charges for tuition and fees ($2,500),
she was not required to make a cash payment. The $500 Federal Pell Grant was disbursed in
cash, as was $1,130 of her loan. Carol paid for her books and supplies with the monies she
received as a cash disbursement.
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WITHDRAWAL RECORD

1. Student Informationo-c..6,---a-At 17'r 7.....kM1M7472:Wir-wiY4-""Mre* - AO.

Name Start Date Withdrawal Date/LDA

Social Security Number

2. Program Cost Alitik-Lia.a.,-
susAgeRtstintleul

non-
tits,. Inst.

Tuition/Fees

Administrative Fee

Room & Board

Books & Suoplies

Transoortation

Length of Enrollment Period Date of WD/LDA Determination

121512121MATI.14
non-

Personal/Livinq

Dependent Care

.) Disability Costs

Miscellaneous

Miscellaneous

3. Payments/Disbursements eascraturArroweigetireittsamt -rurviwart4. Aseivimarixemiaostossesonewamortu. Ji

DATE SOURCE
Paid to Cash to Paid to Cash to

Inst. Costs Student DATE SOURCE Inst. Costs Student

USE TOTALS
FOR PERIOD .5
CHARGED* 44

TOTAL
Inst. Costs:

TOTAL
Noninst Costs:

TOTAL Aid Paid
To Inst. Costs: 41

TOTAL Paid To
Inst. Costs:

TOTAL Aid Paid
as Cash:

I
*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour programs and for nonterm credit-hour programs, use totals for the program length or for the academ c year. If you
charge by different periods for different charges, convert all totals to represent the longest penod.)

v!. R40746.44QIUM451141ittaKII AlgiMitifeWiliteatUOIT.M1115e4WROWNIOAMIXATri.Sgi:a
4 StatutoilPro Rata Information iszeirrwirr-Qowd14,4,--pwrIwmmyaaltaiti,,,trsuo, xvitmeliitt:Wattiog
IS THIS STUDENT A FIRST-TIME STUDENT? A first-time student is one who has not previously attended at least one class at
thls school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student
remains so until he or she withdraws after attending at least one class at the school or completes the period of enrollment.)

El El
YES NO

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point
Is the point In calendar time when 60% of the enrollment period has elapsed. For clock-hour programs. It is the point when this
particular student completes 60% of the hours scheduled for the enrollment period.

YES
111111111111111111111111111111111111111111111111011IIIIIIIIIIII11111111111111111111

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rata refund calculation is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and the institutional costs that may be excluded, If any

THE RESULT1NO PERCEMTACIE MUST IS ROUNDED WSW TO THE NEAREST 10%

ValiTeMittMellAILISX142220241
TO DETERMINE THE PORTION THAT REMAINS
*For crecitt-hour programs:

TO P OD

,1

'4 *For clock-hour programs:*

Lt

-Tcreigem96-15-=
For correspondence programs:

/4 : II

tafialtHIWAMAK4atiaragaggASOWAMUggaMittitiMit
" VI ,

TO MOT us, sclicUed hours ha, =sod obeereot apall Whom =Wad.'

TO DETERMINE EXCLUDABLE INSITTUTIONAL COSTS:
*Administrative Fee (up to $100 or 5%, whichever is less; must

be an across-the-board actual charge, publicized up-front) +
*Documented Cost of Unreturnable Equipment
*Documented Cost of Returnable Equipment (if not returned In

good condition within 20 days Of wfthdrawal)
tO'TAL EXCLUDABLE INST. COSTS (for pro rota only):

NO

Pro Rata
Institutional Costs:

1Total Institutional Costs Total Excludable Inst. Costs

December 22, 1994

United States Department of Education
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e, ,

STEP ONE
Unpaid Charges

'Scheduled SFA payments and FFEL late
disbursements that have not rrat been received, for
which the student Is still argil* in spite of having
withdrawn, cart be counted to reduce the shis
scheduled cash payment. This Includes late State
ald disbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted In this manner.)

Total Institutional Costs
(from Withdrawal Record)._
Total Aid Paid to Inst. Costs* fa
(also from Withdrawal Record)
Scheduled Cash Payment (SCP)
(attribution not allowable)

_ ..... ..........

Students Cash Paid
(from Withdrawal Record)

Amount Retained
`This percentage Is determined by the school's refu
Katy, according to State and/or accrediting agency
guidelines. Forlirst-time students who withdraw on
before the 60% point In the enrollment period (see
Withdrawal Record for details), a pro rata refund mu
also be calculated. For every student receiving SFA
funds, all posaide refunds must be calculated and
comparedthe school mug Use the refund that is
most beneficial to that particular student.

Total Institutional Costs
...

AT.

% Allowed to Retain* It-
from school's refund ic

Initial Amount Retained
By The School Juui. ;;;;n71"=: of I
UNPAID CHARGES rgacrisch:lronftWb:
(from Step One)

riturnod FWS).

AMOUNT RETAINED44"

STEP THREE
Refund Amount

Generally funds must be returned to the appropriate
program account(s) within 30 days of the date of
withdrawal, and to the lender within 60 days of the same. 17,

-A:
r 7f i=

r - ' :t . '-';',1 ''' r...'"4 ---:, .,, .,,,

MEIN
IMMO

Total Paid to Institutional Costs
(from Withdrawal Record)

Amount Retained
(from Step Two)

REFUND AMOUNT
RETURNED TO SFA PROGRAMSmarialit\lterrik.E.Wai&aminiscorialce4

REFUND DISTRIBUTIONPrescribed by Lavrand Regulation

TOTAL REFUND

1. Federal SLS Loan.m..
2. Unsubsidized Federal Stafford Loan

3. Subsidized Federal Stafford Loan

4. Federal PLUS Loan

6. Federal Direct Sub/Unsub Loan

6. Federal Direct PLUS Loan

7. Federal Perkins Loan

8. Federal Pell Grant

9. FSEOG

10. Other Title IV Ald programs

11. Other Federal sources of aid

12. Other state, private, or institutional aid

13. The student

December 22, 1994

United States Department of Education
Student Financial Assistance Programs

2
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REFUND CALCULATION WORKSHEET

dikariA,Yak, 414 c241-44%0,4_,124%.

STEP ONE
Unpaid Charges

Total Institutional Costs
......(from Withdrawal Record).......... . .....

Total Aid Paid to Inst. Costs*

'Scheduled SFA payments and FFEL late
disbursements that have not yet been received, for
which the student is still eligible in spite of having
withdrawn, can be counted to reduce the student's
scheduled cash payment. This Indudes late State
aid disbursements as allowed under written State
policy. (Scheduled payments from sources other
ftn those above cannot be counted In this manner.)

(also from Withdrawal Record)®
Scheduled Cash Payment (SCP)

_(fittribution not allowable)
Student's Cads-Paid
(from Withdrawal Record)

UNPAID CHARGES

Amount Retained
'This percentage is detennined by the school's refund
policy, according to State and/or accrediting agency
guidelines. For first-time students who withdraw on or
before the 60% point in the enrollment period (see
Withdrawal Record for details), a pro rata refund must
also be calculated. For every student receiving SFA
funds, all possible refunds must be calculated and
comparethe school must use the refund that is
most benefidal to that particular student.

sv-n-44...71: 1.1.4. "PPP,. - mi

Total Institutional Costs

%Allowed to Retain*
(from school's refund policy)
Initial Amount Retained
By The School. iii-hr=r7;77;0,
UNPAID CHARGES natrchr4Fetrte.
(from Step One) ..7.rIdoIn Pt8)'

AMOUNT RETAINED41

Refund Amount
Generally, funds must be returned to the appropriate
program account(s) within 30 days of the date of
withdrawal, and to the lender within 60 days of the same.

melijfir SSW= strittaiiiaraiWiti 1- .

Total Paid to Institutional Costs
(from Withdrawal Record)
Amount Retained
(from Step Two)

REFUND AMOUNT
RETURNED TO SFA PROGRAMS

TR,IAR4

REFUND DISTRIBUTION-Prescribed by Law and Regulation
TOTAL REFUND

1. Federal SLS Loan 8. Federal Pell Grant

2. UnsubsIdized Federal Stafford Loan 9. FSEOG
MN* N

3. Subsidized Federal Stafford Loan 10. Other Title IV Ald programs

4. Federal PLUS Loan 11. Other Federal sources of aid

5. Federal Direct Sub/Unsub Loan 12. Other state, private, or institutional aid

6. Federal Direct PLUS Loan 13. The student

7. Federal Perkins Loan

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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REPAYMENT CALCULATION WORKSHEET

Living Expenses
Incurred

Because schools repayment policies differ, this
step can be calculated two ways: the total
noninstitutional costs (13' from Wahdrawal Record)
may be retained at a flat percentage, or the
itemized costs (listed on Withdrawal Record) may
be retained at differing rates and then totalled.

NONINST. COSTS EXPENSES ACTUALLY INCURRED
(from Withdrawal Record) (from school's repayment policy)

Born kited
kkg.m.A.s.uppho

TiflEt5P9flarAD

Personal/Living/Misc.

TOTAL
COSTS

TOTAL
INCURRED

Total Aid Paid as Cash
(from WithdrawARemg)

ash Paid to Studen*
Y FFEL funds are excluded from repaymentthe

student is already obligated to repay these funds to
the lender.

" STEP THREE
Repayment AmounUa
Funds must be returned to the appropriate program
account(s) within 30 days of the student's Nom
repayment to the school.

"--Wer'll,RILSEggf,V,Agg4ttgeMitAgam-4-;:,giagangfaV. .

Total Cash Paid to Student
(from Step Two)
Total Costs Incurred linh's`Eii:Ltsj.rj
(from Step One) owes no MaYlumt.

REPAYMENT AMOUNTAtk''
RETURNED TO SFA PROGRAM

REPAYMENT DISTRIBUTIONPrescribed by Regulation

TOTAL REPAYMENT

1. Federal Perkins Loan

2. Federal Pell Grant

3, FSEOG

4. Other Title IV Aid programs

5. Other Federal sources of aid

6. Other state, private, or institutional aid

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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CASE STUDY 1 SOLUTION-
BRAEBURN COLLEGE

Notes

+ Ann withdrew at the 30% point in time of the program (9 weeks 4- 30 weeks).

Since only the first payment period's aid had been disbursed at the time of Ann's withdrawal,
Ann has unpaid charges of $1,090.

4 The state policy refund calculation results in a refund of $1,525, which is larger than would
be required under the pro rata refund calculation (i.e., $1,010). Thus, the school must use
the state policy refund calculation result.

No repayment calculation is required since Ann did not receive a cash disbursement for
noninstitutional costs.

3 25
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WITHDRAWAL RECORD

1. Student Information 4z-n- rM3,1:00,4A;c.,:

Ann
Name

Social Security Number

2. Pro ram Costs
non-

Tuition/Fees

Administrative Fee

Room & Board

T

Bgpks & Supplies

ransportation

3,000

50

1,500

100

10/2
Start Date

900 clock hours; 40 weeks
Length of Enrollment Period

non-

Personal/Living

11/21
Withdrawal Date/LDA

11/21
Date of WDILDA Determination

USE TOTALS
FOR PERIOD
CHARGED* ZI

TOTAL
Inst. Costs:

Dependent Care

Disability Costs

Miscellaneous

Miscellaneous

TOTAL
Non! Costs:

r.,zyzeztsaisbursements V-7t Svi--A(c`c'
-:1Z. 44.4"4

Paid to Cash to Paid to Cash to

DATE SOURCE inst. Costs Student DATE SOURCE Inst. Costs Student

10/9 Federal Pell Grant

1 10/9

t 10/9

Federal Stafford Loan

FSEOG

750

960

250
TOTAL Aid Paid

as Cash:

*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use totals for the term; for
all clock-hour programs and for nonterm credit-hour proarams, use totals tor the program length or for the academic year. If you
charge by different periods for different charges, converfall totals to represent the longest pefiod.)

4 Statuto Pro Rata Information
IS THIS STUDENT A FIRST-TIME STUDENT? A first-time student Is one who hu not previously attended at least one class at
this school, or hae received a 100 percent refund (lees any permitted administrative fee) for previous attendanoe. (A firet-tlme student
remains so until he or she withdraws after attending at lust one class at the school or completes the period of enrollment.)

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 80% POINT? For credlt-hour programs, the ao% point
Is the point In calendar time when SO% ot the enrollment period has elapsed. For clock-hour programs, It la the point when this
particular student completes SO% of the hours scheduled for the enrollment period.

YES

YES
14111{111111111111111111114111111111111111111115111111111111111111111111N1111111111

IF THE ANSWER TO BOTH QUESTIONS IS 'YES," a statutory pro rata refund calculation is required for this student. For this
calculation, you must determine the Portion That Remains (of the enrollment period) and the Institutional costs Mat may be excluded, if any.

RUULTINGI Plte AQ ROIMIND 00 TO THE NEAREST 10%

TO DETERMINE THE PORTION THAT REMAINS
*For credit-hour programs:

TOTAL WEEKS IN PERiOD

For clocit-hour programs:*

75RijaHRINR/25 z 630900
*For correspondence programs:

a
SWIM

'COW irn "NAMton . Ake, mund skorew owl Milan mama'

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
'Administrative Fee (up to $100 or 5%, whichever 4 less; must

be an across-the-board actual charge, publicized up-front) t 50

'Documented Cost of Unreturnable Equipment t 0
*Documented Cost of Returnable Equipment (If not returned In

good condttlon within 20 days of withdrawal)
tOTAL EXCLUDABLE INST. COSTS (ter pro rats only):

3,050
Total Institutional Costs

50

0

-- 50

Total Excludable inst. Costs

December 22, 1994

NO

NO

Pro Rata
Institutlo al Costs:

United States Department of Education
Student Financial Assistance Programs
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7"'"7-7, VT7';'-`7777-97:7774....'

PRO RATA REFUND CALCULATION WORKSHEET

Unpaid Charges

Total Institutional Costs3,050 (frorn Withdrawal Retsor__0
Total Ald Paid to Inst. Costs' fa1,960 (also from Withdrawal Record) %V

'Scheduled SFA payments and FFEL late
disbursements that have not fet been received, for
which the student Is still eligible in spite of having ,

withdrawn, can be counted to reduce the students
scheduled cash payment. This includes late State
ald disbursements as allowed under written State

ollcy. (Scheduled payments from sources other
. ho I hi r.

Student's Scheduled
1,090 Cash Pymet(SCP1_.

Students Cash Pala0 from Withdrawal Record

UNPAID CHARGES

Refund Amount
Generally, funds must be returned to the appropriate
program account(s) within 30 days of the date of
withdrawal, and to the lender within 60 days of the
same.

3,000

70%

2,100

1,090

Pro Rata Institutional Costs

% to be Refunded
(from the Portion That Remains)

Initial Refund Amount
Unpaid Charges
from Ste One

ACTUAL REFUND
RETURNED TO SFA PROGRAMS

t REFUND DISTRIBUTIONPrescribed by Law and Regulation
TOTAL REFUND

1. Federal SLS Loan

2. Unsubsidized Federal Stafford Loan

8. Federal Pell Grant

9. FSEOG

3. Subsidized Federal Stafford Loan 10. Other Title IV Aid programs

4. Federal PLUS Loan 11. Other Federal sources of aid

5, Federal Direct Sub/Unsub Loan 12. Other state, private, or institutional aid

6. Federal Direct PLUS Loan 13. The student

7. Federal Perkins Loan

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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REFUND CALCULATION WORKSHEET

°AI& ktfVAAN:FAe. r
STEP ONE

Unpaid Charges
'Scheduled SFA paymerts and FFEL late
disbursements that have not yet been received, for
which the student is stilt eligible in spite of having
withdrawn, can be counted to reduce the student's
scheduled cash payment. This includes late State
aid dsbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.)

Total Institutional Costs
3,050 (from witharmal

Total Aid Paid t inst. Coste fa
1,960 (also from Withdrawal RecordtW

Scheduled Cash Payment (SCP)
1,090 (attribution not

Student's Cash Paid
0 (from Withdrawal Record)

UNPAID CHARGES

Total Institutional Costs
3,050 .....atr.9022/VithdrvyalRmait...........

% Allowed to Retain*
(from school's refund policy)

Initial Amount Retained
1,525 By_The School Filgi7.1%"u;;;7474.7..

UNPAID CHARGES 1=1,:irgs:,P:z
1,090 (from Step One) 1.2..".1:w1(a2; ........

1,04
435 AMOUNT RETAINEDA"

Amount Retained
`This percentage is determined by the school's refund
policy, according to State and/or accrediting agency
guidelines. For first-time students who withdraw on or
before the 60% point in the enrollment pedod (see

I Withdrawal Record for details), a pro rata refund must
40. also be calculated. For every student receiving SFA
1 funds, all possible refunds must be calculated and

comparedthe school must use the refund that is
most beneficial to that particular student.

Refund Amount
Gensralty, funds must be returned to the appropriate
prograM account(s) within 30 days of the date of
withdtawal, and to the lender within 60 days of the same.

letWatirliatittrat,

Total Paid to Institutional Costs
1,960 ...MT. Withdrawal..Record)_,

Amount Retained
435 (from Step Two) .

sk,

1,525

MOLT
REFUND AMOUNT .

RETURNED TO SFA PROGRAMS7t

REFUND DISTRIBUTIONPrescribed by Law and Regulation

( TOTAL REFUND 1,525

4 1. Federal SLS Loan 0

2. Unsubsidizeil Federal Stafford Loan o

3. Subsidized Federal Stafford Loan 960

4. Federal PLUS Loan 0

5, Federal Direct Sub/Unsub Loan 0

6. Federal Direct PLUS Loan

7. Federal Perkins Loan 0

8. Federal Pell Grant 565

9. FSEOG

10. Other Title IV Aid programs

11. Other Federal sources of aid
A

12. Other state, private, or institutional aid

13. The student 0

United States Department of Education
Student Financial Assistance Programs

December 22, 1994
BEST COPY AVAILABLE
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CASE STUDY 2 SOLUTION
CARSTON COLLEGE AZ

+ Carol withdrew at the 27% point in the enrollment period (4 weeks ÷ 15 weeks).

+ Because pro rata doesn't apply, and state and accrediting agency refund standards do not
exist, the school must calculate Carol's refund according to the school's refund policy and
according to Appendix A standards.

According to the school's refund policy, if the student withdraws after the fourth week of
classes the school is entitled to keep 80% of the charges. According to Appendix A refund
standards, if a student withdraws between the end of the first 25% in time and the first 50%
in time of the enrollment period, the school may retain 75% of the institutional charges.

The Appendix A calculation results in a refund of $625 which is larger than would be
required under the school's refund standards ($500). Thus, the school must use the
Appendix A refund calculation result.

+ Since Carol's Federal Pell Grant was given to her as a cash disbursement, the school must
determine if a repayment is due. Carol's Federal Stafford Loan is excluded from the
repayment calculation.

329
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WITHDRAWAL RECORD

1. Student Information,
Carol

Name

Social Security Number

9/11

Start Date

15-week semester
Length of Enrollment Period

2. Program Costs talif
JUHNWN4 MV

RESIN4,r.W4WnV.VW*M0=iA&

non-
)

)63 Tuition/Fees

Administrative Fee

Room & Board

Books & Supplies

Transportation

2,500

2,600

400

7??X+ ,wasim
non-

Personal/Living

3. PaImplajsbursements
AlaWitatoldiaMSTANATNAMKATIDOk

10/9
Wtthdrawal Date/LDA

10/9
Date of WD/LDA Determination

Dependent Care

Disability Costs

MiSCellaneOUS

Miscellaneous

DATE

9/11

SOURCE

State Grant

Paid to
Inst. Costs

750

Cash to Paid to Cash to

Student DATE SOURCE Inst. Costs Student

I 9/1 1 Car. ton Schp. 800

9/11 FSEOG 400

g 9/11 Federal Stafford 550 1130

-8
fi 9/15 Federal Pell Grant 500
In

USE TOTALS
FOR PERIOD
CHARGED*

TOTAL
Inst. Costs:

TOTAL
Noninst. Costs:

,

,,,,,

TOTAL Aid Paid
To Inst. Costs:

TOTAL Paid To
Inst. Costs:

TOTAL Aid Paid
as Cash:

*USE TOTALS AS CHARGED FOR THE ENROLLMENT PERIOD (For term credit-hour programs, use to als for the term; for
all clock-hour programs and for nOnterm credit-hour programs, use totals for the program length or for the acadern c year. If you

charge by differen) periods for different charges, convert all totals to represent the longest period.)

4. StatilostLfprow Rata Information ii4rVeglagniral"Arigr""
Gamma .eerAlIC . KatilMIAWAWIDIValligaDTWA.U.4'4. 'Jr
IS THIS STUDENT A FIRST-TIME STUDENT? A first-time student Is one who has not previously attended at least one class al

this school, or has received a 100 percent refund (less any permitted administrative fee) for previous attendance. (A first-time student

remains so until he or she withdraws after attending at least onq class at the school or completes the period of enrollment.)

DID THIS STUDENT WITHDRAW ON OR BEFORE THE 60% POINT? For credit-hour programs, the 60% point

Is the point In calendar time when 60% of the enrollment period has elapsed. For clock-hour programs, It is the point when this

particular student completes 60% of the hours scheduled for the enrollment period.

YES NO

YES NO
1111111111011111101111111111H1111101111111111111111111111111IIIMIIIMIMMI

IF THE ANSWER TO BOTH QUESTIONS IS "YES," a statutory pro rata refund calculation is required for this student. For this

calculation, you must determine the Portion That Remains (of the enrollment period) and the Institutional costs that may be excluded, if any.

NE RESUME) PERCENTAGE MUST SE ROUNDED DOWN TO TNE NEAREST 10%

ingtotaxemffleramiramatautivortgenngtm
TO DETERMINE NE PORTION THAT REMAINS
For credit-hour programs:

EMININQ
TO A OD

For clock-hour programs:*

-TA1RA1ON9615--
'For correspondence programs:

I I
'1 I

.tialeeNakIgairt=t
'DO NOT um owandhan Alto. fm:3440 *wow COW A1 'POSE CSmpleer

TO DETERMINE EXCLUDABLE INSTITUTIONAL COSTS:
'Administrative Fee (up to $100 or 5%, whichever Is less; must

be an across-the-board actual charge, publicized up-front)
'Documented Cost of Unreturnable Equipment
Documented Cost of Returnable Equipment (ii not returned in

good condition within 20 days of withdrawal)
TOTAL EXCLUDABLE INSt COSTS (tor pro rata only):

0
Total Institutional Costs Total Excludable Inst. Costs

December 22, 1994

United States Department of Education
Student Financial Assistance Programs

BEST COPY AVAILABLE
riti

Pro Rata
Institutional Costs:

11=M1
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School Refund Policy Solution

REFUND CALCULATION WORKSHEET

Unpaid Charges
'Scheduled SFA payments and FFEL late

)s:s
disbursements that have not yet been received, for
which the student is still eligible in spite of having r
withdrawn, can be counted to reduce the students
scheduled cash payment. This includes late State IV
aid disbursements as allowed under written State '7'-f$

policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.)

iTforotainl Itynstithltutdrlaownalai CoRwstszt_

,
2,500

2,500 Total Aid Paid to Inst. Costs' fa
(also from Withdrawal Record) Vr,

0 Scheduled Cash Payment (SCP)
(attribution not allowable).

0 Student's Cash Paid
(from Withdrawal Record)

UNPAID CHARGES

Amount Retained
*This percentage is detennined by the schoors refund
policy, according to State and/or accrediting agency
guidelines. For firsi-time students who withdraw on ar
before the 60% point in the enrollment period (see
Withdrawal Record for details), a pro rata refund must
also be calculated. For every student receMng SFA
funds, all possible refunds must be calculated and
comparedthe school must use the refund that is
most beneficial to that particular student.

Total Institutional Costs
...(frpm Withdrawal Recog
% Allowed to Retain'
(from school's refund policy)

,
Initial Amount Retained2,000 sy.The school tt thra=nt Is nro a

SFApaid
UNPAID CHARG

iv%
ES ch.gumust b.0 (from Step One) ".25-

".2,000 AMOUNT RETAINED4.40"

Refund Amount
Generally, funds must be returned to the appropriate
program account(s) within 30 days of the date of
withdrawal, and to the lender within 60 days of the same. EMI

L.SAVIMMIFO",LitgiMeWaajar A PiT,

ijigttOtc-OWW-Aiiir. fabc.451. %%RAW 7,7,7ks.h.

Total Paid to Institutional Costs
2,500 (from Withdrawal Record)

Amount Retained
2,000 (from Step Two)

500 REFUND AMOUNT
RETURNED TO SFA PROGRAMS

4-;

REFUND DISTRIBUTIONPrescribed by Law and Regulation
TOTAL REFUND

1. Federal SLS Loan 8. Federal Pell Grant

2. Unsubsidized Federal Stafford Loan 9. FSEOG

3. Subsidized Federal Stafford Loan 10. Other Title IV Aid programs

4. Federal PLUS Loan 11. Other Federal sources of aid
5, Federal Direct Sub/Unsub Loan 12. Other state, private, or Institutional aid
6. Federal Direct PLUS Loan 13. The student
7. Federal Perkins Loan

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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Appendix A Calculation Solution

REFUND CALCULATION WORKSHEET

STERONE
Unpaid Charges

*Scheduled SFA payments and FFEL late
disbursements that have not yet been received, for
which the student is still eligible in spite of having

. withdrawn, can be counted to reduce the student's
scheduled cash payment. This includes late State
aid disbursements as allowed under written State
policy. (Scheduled payments from sources other
than those above cannot be counted in this manner.) -a-

y

\%t, ,AZEOSIIMUSW:
2,500

2,500

0

0

Total Institutional Costs
kfrom Withdrawal Record)
Total Aid Paid to Inst. Costs`
(also from Withdrawal Record)
Scheduled Cash Payment (SCP)
(attribution not allowable)

Student's Cash Paid
(from Withdrawal Record)

Amount Retained
0 'This percentage is determined by the s, hool's refund

11, policy, according to State and/or accrediting agency
guidelines. For first-time students who withdraw on or

' before the 60% point in the enrollment period (see
Withdrawal Record for details), a pro rata refund must 4 moo
also be calculated. For every student receiving SFA
lunds, all possible refunds must be calculated and

li comparedthe school must use the refund that is S./ "IN
most beneficial to that particular student.
,13-..nnv -ikr mot 't 'x." am v

c?'"->.. .; . '51 2-_'

'I. i . .".
1 Se -, eA -.Z.. C y ,

', ' , U.,, :1 1'. ' r'. 144!),,,, -"., ,..

Total Institutional Costs
2,500 ifrom WithdrAwal Record)

75%
%Allowed to Retain*
(from school's refund policy)

ifiPS"

Initial Amount Retained
1,875 By The School rif this amount is zeroIf

UNPAID CHARGES Inatr ci," nAmprb.a
0 (from Step One) L return.d (exc. PNS).! Al

1,875 AMOUNT RETAINED44"'

Ory;

Total Paid to Institutional Costs
2,500 (from Withdrawal Record)

Refund Amount
Generally, funds must be returned to the appropriate
program account(s) within 30 days of the date of

ali wow
withdrawal, and to the lender within 60 days of the same. 1:?,5" Itie-C

III"
;,..it

Or- Wil70,064i, OFM444ficipWWiiKgir T-FereVeValigiLVWYSW.f.';24g.W
lo..1(rivtie-04A-livAkrit)..w.da'Af4.4...44if:,;,:giii.4.-b.Witailal

4.0.4.it.4.414fiftMite.sliiikto,;49.11e Re. 4

1,875
Amount Retained
(from Step Two)

625 REFUND AMOUNT
RETURNED TO SFA PROGRAMS 1-4

salitgereiNWrIwIMAii

REFUND DISTRIBUTIONPrescribed by-Law and Regulation

TOTAL REFUND 625

1. Federal SLS Loan

2. Unsubsidized Federal Stafford Loan

8. Federal Pell Grant

9. FSEOG

3. Subsidized Federal Stafford Loan 625 10. Other Title IV Aid programs

4. Federal PLUS Loan 0 11. Other Federal sources of aid

5, Federal Direct Sub/Unsub Loan 0 12. Other state, private, or institutional aid 0

6. Federal Direct PLUS Loan

7. Federal Perkins Loan 0

13. The student

December 22, 1994

United States Department of Education
Student Financial Assistance Programs

r", e't e-
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REPAYMENT CALCULATION WORKSHEET

Living Expensesf Incurred
Because schools repayment policies differ, this
step can be calculated two ways: the total
noninstitutional costs ('B' from Withdrawal Record)
may be retained at a flat percentage, or the
itemized costs (listed on Withdrawal Record) may
be retained at differing rates and then totalled.

19111MAS MON
NONINST. COSTS EXPENSES ACTUALLY INCURRED

(from Withdrawal Record) (from school's repayment policy)

2,600 .27 = 702
.0.QQ4c§..4..aupplio

.T.r.oamarialipn

Personal/Living/Misc.

400 x 50% = 200
X

X
TOTAL
COSTS

1311.

Asel
TOTAL902 INCURRED

"."

Total Aid Paid as Cash1,630 (from Withdrawal Recordj

1,130 Cash Paid from FFEL Funds*

ft

'FFEL funds are excluded from repaymentthe
student is already obligated to repay these funds to
the lender. TOTAL CASH DISBURSEDr

1.114gfi
STEP THREE

kARepayment Amountil
Funds must be returned to the appropriate program F: mum

4.4 account(s) within 30 days of the student's
Vai repayment to the school.

' '' 0" ''..1}1"0"151,r.* ...1.3V.-44-re twa )ro.iffr W.4:15'444P-4270krt 1ini:ZiritakvItik-,s1g.4440t- ..eat Aes*ikitg.4?-.St

500

902

Total Cash Paid to Student
(from Step Two)

Total Costs Incurred
(from Step One)

0

III ''''''' amount is zero or;
negeWe. the student 1

: owes no repayment.

;
:

er".

REPAYMENT AMOUNT4.4-."'
RETURNED TO SFA PROGRAM

InigRROVI7Magig-v WAD 4
(614i'

REPAYMENT DISTRIB TIONPrescribed by Regulation
TOTAL REPAYMENT

1. Federal Perkins Loan

2. Federal Pell Grant

3. FSEOG

4. Other Title IV Aid programs

5. Other Federal sources of aid

6. Other state, private, or institutional aid

December 22, 1994

United States Department of Education
Student Financial Assistance Programs
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Refund/Repayment Changes for 1995-96

The final regulatiorcs published on November 29, 1994, made some changes

to the refund and repayment requirements. These changes are discussed

below, and are effective for withdrawals occurring on or after July 1, 1995.

Leave of Absence
An approved leave of absence (LOA) is not a withdrawal, so no refund or

repayment calculation is required. An LOA is approved if the student

requested it in writing, it does not exceed 60 days, it does not involve

additional school charges to the student, and there is not more than one

approved LOA in any twelve-month period. Any LOA that does not fit the

above criteria is considered a standard withdrawal. A refund and

repayment must be calculated and paid as required by regulation (including

applicable payment deadlines, etc.).

If a student does not return after an approved LOA, that student is then

considered as having withdrawn. A refund and repayment must be

calculated, using the student's last recorded date of attendance, prior to the

beginning of the LOA, as the withdrawal date. Any required refund must

be paid within 30 days of the expiration of the LOA.

Appendix A
The former Appendix A refund requirement has been moved into the body

of the refund regulations, in 668.22(d), and is now called the "Federal

Refund Calculation." The percentage calculation has not changed, but the

administrative requirements (such as the treatment of unreturnable

equipment) have been changed to match the pro rata requirements

discussed in 668.22(c). Note: There is still a section of the regulations called

Appendix A, but it is not the same thing. It contains flowcharts illustrating the

current refund process.

Period of Enrollment
The minimum period of enrollment for which the student can be charged

has been changed. It's still the same for credit-hour term schoolsuse the
term (semester, trimester, quarter, or other). Effective July 1, 1995, this

December 22, 1994 TG 6 - 56
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usage applies to clock-hour term schools as well. For non-term credit- or
clock-hour programs, the minimum period of enrollment has also changed.
If the program is less than an academic year, you must use the program
length. If the program is equal to or longer than an academic year, you
should use either the payment period or 1/2 the academic year, whichever
is longer.

Minimum Refund
If you can demonstrate that the refund would be less than $25, you don't
have to payor even calculatethe refund as long as you have the
student's written authorization in the enrollment agreement to retain the
amount of the refund that would have been paid back to the student's Title
IV loan balance. (You can demonstrate that the refund would be less than
$25 without calculating the refund if, for instance, the institutional charges
are so low that even a 100% refund would be less than $25. Also, the
enrollment agreement must clearly explain that he or she is permitting the
school to retain funds that would otherwise be used to reduce the student's
loan balance.)

Miscellaneous Changes
Clarification: Allowable late disbursements from the Federal Direct Student
Loan Program must be counted to reduce the student's scheduled cash
payment.

Clarification: Federal Direct Student Loan Program (Stafford and PLUS) loan
amounts are excluded from the repayment calculation, just as other loan
amounts have been.

Clarification: In the refund allocation order specified in the regulations,
unsubsidized Direct Stafford Loans are now placed before subsidized Direct
Stafford Loans, because that order of return benefits the student.

Clarification: In the case of students who unofficially withdraw, a school is
expected to determine the "drop-out" in a timely manner, including the
case of a student who fails to return from an approved leave of absence.
(The timely determination requirement does not apply in the case of official

December 22, 1994
335 TG 6 - 57



withdrawals, expulsions, unapproved leaves of absence, or action taken by

the school to remove a student from attendance.)

Clarification: The fair and equitable refund requirement also applies to any

student whose parent receives a Direct PLUS Loan on behalf of that

student. (Accordingly, the definition of financial aid has been modified to

include Federal Direct PLUS Loans received on the student's behalf.)

Addition: The "new" Appendix A now contains flow charts illustrating the

basic procedures for determining which refund policy to use and general

guidance on how to calculate refunds.

December 22, 1994 TG 6 - 58



SESSION #7

Federal Update

List of Attachments

Signature Requirements for the 1995-96 Delivery System

1995-96 Verification Worksheets

Proposed Forthcoming Changes to the 1996-97 Campus-Based Programs FISAP

William D. Ford Federal Direct Loan Program Repayment Plan Choices

33`1
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U.S. Department
of Education

0
*

Federal Student Aid Programs

Your application was selected for review in a process called
"Verification." In this process, your school will be comparing
information from your application with signed copies of your
(and your parents') 1994 tax forms, or with W-2 forms or other
financial documents. The law says we have the right to ask you
for this information before awarding Federal aid. If there are
differences between your application information and your
financial documents, you may need to send in corrections on
your Student Aid Report (SAR) and have a new SAR processed.

Try to complete verification as soon as possible, so that your
financial aid won't be delayed. Your financial aid administrator
will help you.

FORM APPROVED
OMB NO. 1840-0132
EXP. DATE 12.131/96

DEPENDENT
STUDENT

What you should do
I. Collect your and your parents' financial documents (signed

income tax forms, W-2 forms, etc.).
2. Talk to your fmancial aid administrator if you have questions

about completing this worksheet.
3. Fill in and sign the worksheetyou and your parents.
4. Take the completed worksheet, tax forms, and any other

documents your school needs to your fmancial aid
administrator.

5. Your financial aid administrator will compare information on
the documents. You may need to make corrections on your
SAR and send it back to the application processor.

Your school must review the requested information, under the
financial aid program rules (CFR Title 34, Part 668).

.

Last name First name M.I. Social security number

Address (include apt. no.)

City State

List the people that your parents will support between July
1995 and June 30, 1996. Include:

yourself
your parents
your parents dependent children (if your parents provide
more than half support, or if they would be required to give
parental information when applying for Federal student aid.)

Date of birth

ZIP code Phone number (include area code)

Include other people as part of your family only if:
they lived with your parents and got more than half their
support from your parents at the time you completed your
student aid application
AND
they will continue to get more than half their support from
July 1, 1995 through June 30, 1996.

Write the names of all family members. Also write in the name of the college for any family member who will be attending
college at least half-time between July 1, 1995 and June 30, 1996, and will be enrolled in a degree or certificate program. If you
need more space, attach a separate page.

Full Name Age

AgeAved.

Relationship

W40(44,

College

60forde *mow*

Public reporting burden for this collection of information is estimated to be 12 minutes per response, including time to review instructions, search existing data
sources, gather and maintain the data needed, and comple e and review the information. Send comments regarding the burden estimate or any other aspect of this
collection of information, including suggestions for reducing this burden, to U.S. Department of Education. Information Management and Compliance Division,
Washington, D.C. 20202-4651: and to Office of Management and Budget. Paperwork Reduction Project (1840-0132). Washington, D.C. 20503

34 0



S

1. For all tax filers and non-tax filers (includes the 1994 IRS Form 1040, 1040A, 1040EZ, a tax returnfrom Puerto Rico

or a foreign income tax return). If you did not keep a copy of the tax return, request one from the Internal Revenue
Service or from your tax preparer.

CI check and attach signed tax return.

El Check and complete: signed tax return will be mailed to the school by (date).

Check here if you will not file and are not required to file a 1994 U.S. Income Tax Return.

2. Income earned from work: Use the W-2 or other earnings statements.

Employers Amount

3. Amounts received for child support and other untaxed income.

Sources Amount

D. Parents' Tax Forms and Income Information

1. For all tax filers and non-tax filers (includes the 1994 IRS Form 1040, 1040A, 1040EZ, a tax return from Puerto Rico

or a foreign income tax return). If your parent(s) did not keep a copy of the tax return, request one from the Internal
Revenue Service or from the tax preparer.

1:7 Check and attach signed tax return.
El Check and complete: signed tax return will be mailed to the school by
El Check here if your parent(s) will not file and are not required to file a 1994 U.S. Income Tax Return.

2. Income earned from work: Use the W-2 or other earnings statements.

(date).

Employers Amount

3. Amounts received for child support and other untaxed income.

Sources Amount

By signing this worksheet, we certify that all the information
reported to qualify for Federal student aid is complete and
correct. (At least one parent must sign.)

Student Date

Father/Stepfather Date

Do not mail this worksheet to your
your Financial Aid Administrator.

WARNING: If you purposely give falau or misleading
information on this worksheet, you may be fined, be
sentenced to jail, or both.

Mother/Stepmother

application processor. Take it to
Don't forget your tax forms.

Al 1

Date



1995 96 VerificStion Worksheet
Federal Student Aid Programs

U.S. Department
of Education

Your application was selected for review in a process called
"Verification." In this process, your school will be comparing
information from your application with signed copies of your
(and your spouse's, if you are married) 1994 tax forms, or with
W-2 forms or other financial documents. The law says we have
the right to ask you for this information before awarding
Federal aid. If there are differences between your application
information and your financial documents, you may need to
send in corrections on your Student Aid Report (SAR) and
have a new SAR processed.

Try to complete verification as soon as possible, so that your
financial aid won't be delayed. Your financial aid administra-
tor will help you.

A. Student Information

FORM APPROVED
OMB NO. 1840-0132
EXP. DATE 12/31/9$

INDEPENDENT
STUDENT

What you should do
1. Collect your (and your spouse's) financial documents (signed

income tax forms, W-2 forms, etc.).
2. Talk to your financial aid administrator if you have questions

about completing this worksheet.
3. Fill in and sign the worksheetyou (and your spouse).
4. Take the completed worksheet, tax forms, and any other

documents your school needs to your financial aid
administrator.

5. Your financial aid administrator will compare information on
the documents. You may need to make corrections on your
SAR and send it back to the application processor.

Your school must review the requested information, under
the financial aid program rules (CFR Title 34, Part 668).

Last name First name M.I.

Address (include apt. no.)

City State

I. i Iv In for mat ion

ZIP code

List the people that you (and your spouse) will support between
July 1, 1995 and June 30, 1996. Include:

yourself
your spouse
your dependent children (if you provide more than half
of their support).

Social security number

Date of birth

Phone number (include area code)

Include other people as part of your family only if:
they lived with you and got more than half their
support from you (or your spouse) at the time you completed
your student aid application
AND
they will continue to get more than h. Ilf their support from
you from July 1, 1995 through June 30, 1996.

Write the names of all family members. Also write in the name of the college for any family member who will be attending
college at least half-time between July 1, 1995 and June 30, 1996, and will be enrolled in a degree or certificate program. If
you need more space, attach a separate page.

Full Name Age Relationship College

- 7/4.0*;044":::.".

Public reporting burden for this collection of information is estimated to be 12 minutes per response, including time to review instructions, search existing data
sources, gather and maintain the data needed, and complete and review the information. Send comments regarding the burden estimate or any other aspect of this

collect ion of infonnation. including suggestions for reducing this burden. to U.S. Department of Education, Infomiation Management and Compliance Division,
Washington, D.C. 20202-4651: and to Office of Management and Budget. Paperwork Reduction Project (1840-0132), Washington, D.C. 20503.
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C, Student's Tax FOrMs and Income Intoffhation
1. For all tax filers and non-tax filers (includes the 1994 IRS Form 1040, 1040A, 1040EZ, a tax return from Puerto Rico

or a foreign income tax return). If you did not keep a copy of the tax return, request one from the Internal Revenue
Service or from your tax preparer.

O Check and attach signed tax return.
O Check and complete: signed tax return will be mailed to the school by (date).

Check here if you will not file and are not required to file a 1994 U.S. Income Tax Return.

2. Income earned from work: Use the W-2 or other earnings statements.

Employers Amount

3. Amounts received for child support and other untaxed income.

Sources Amount

. I - I I

1. For all tax filers and non-tax filers (includes the 1994 IRS Form 1040, 1040A, 1040EZ, a tax return from Puerto Rico
or a foreign income mx return). If your spouse did not keep a copy of the tax return, request one from the Internal
Revenue Service or from the tax preparer.

O Check and attach signed tax return.
O Check and complete: signed tax return will be mailed to the school by (date).

O Check here if you will not file and are not required to tile a 1994 U.S. Income Tax Return.

2. Income earned from work: Use the W-2 or other earnings statements.

Employers Amount

3. Amounts received for child support and other untaxed income.

Sources Amount

By signing this worksheet, I (we) certify that all the information
reported to qualify for Federal student aid is complete and correct.
(If married, spouse must sign.)

Student Date

Spouse

WARNING: If you purposely give false or misleading
information on this worksheet, you may be fined, be
sentenced to jail, or both.

Date

Do not mail this worksheet to your application processor. Take it to
your Financial Aid Administrator. Don't forget your tax forms.

rp
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PROPOSED FORTHCOMING CHANGES TO THE 1996-97 CAMPUS-BASED
PROGRAMS FISAP (subject to OMB approval)

1. Part I, Section A, 1.b

An additional line item 1.b has been added for institutions to list the mailing address of the
school if it is different from their actual address.

Part I, Section B

Additional lines are provided for the FAX numbers of the Chief Executive Officer,
Financial Aid Administrator, and Chief Fiscal Officer.

2. Part II, Section E, Columns D & E

Last year's column D, undergraduate independent, has been divided into two columns to
provide eligible aid applicant information for undergraduate independent students
without a baccalaureate or first professional degree (new column D) and undergraduate
independent students with a baccalaureate or first professional degree (new column E).
These specifications are necessary to identify applicants who have received degrees and
would not be eligible to participate in the FSEOG program. This change makes the
independent undergraduate columns consistent with the dependent undergraduate
columns.

3. Part III, Section A, Column a, line 1.2

A new line 1.2 in column a has been added to provide the Department with more current
data for institutional cash-on-hand and in depository. This line item will be completed only
during the Electronic FISAP edit process in November. The updated cash-on-hand will be
used in monitoring each institution's potential excess cash.

4. Part V, Section B, line 9

A new line 9 has been added so that institutions may report any additional FWS 1994-95
funds carried back and spent for payments to students for wages earned after the end of the
1993-94 academic year, but prior to the beginning of the 1994-95 award year on July 1, 1994.

5. Part VI, Section A, Pi ogram Summary

Last year's Column G ( Federal Share of Column F (FWS funds)) has been eliminated.

Part VI, Section A, line 11a

The old line Ha (Undergraduate Dependent Less Than Full Time Students) has also been
eliminated.

NOTE:

The term "branch campuses" has been replaced by the term "additional locations" and
the term "eligibility letter" has been replaced by "approval letter" throughout the FISAP
document.
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William D. Ford Federal Direct Loan Program

Repayment Plan Choices

The Wgliam D. Ford Federal Direct Loan (Direct Loan) Program offers several

repayment plans so you can choose the plan that is right for you. These plans are:

Income Contingent Repayment/PayAs-You-Can,

IN Standard Repayment,
II Extended Repayment, and

Graduated Repayment.

The plans vary in a number of ways to meet the different needs of IndMdual
borrowers. The following information describes these plans and provides
suggestions on how to choose among them.

NE PLANS

income Contingent Repayment
Minimum Monthly Payment: Generally none (in certain

circumstances, $15see
below)

Maximum Number of Monthly Payments: 300 months (25 years).

The Income Ccdingent Repayment Plan allows you to repay your loan as a
percentage of your income. In general, the amount you repay depends on the
amount you borrowed and begins at 4 percent of your income for loans of $1,000

or less. The percentage of income increases at the rate of 0.2 percent for each

additional $1,000 borrowed, up to a maximum of 15 percent for loans of $56,000

or more. However, your monthly payment will never be more than 20 percent of

your discretionary Income. Discretlonary income is your federal adjusted gross

income minus the poverty level for your family size. If the monthly repayment is

calculated to be less than $15.00, no payment is required.

Under this plan, you have the option of limiting the monthly repayment to the
amount you would be required to pay if you repaid your loan over 12 years in
equal monthly installments. Thus your maximum payment will never be more

than you would pay under a level 12-year repayment plan. This ensures that as

ycur income grows, your payments will be manageable. However, under this
option, you are required to make a monthly payment of at least $15.00.

Your repayment amount is adjusted annually. Under this plan your monthly

repayment amount will be more when your income is high and less when your

income is low. If your income Is so low that you are not required to make
payments, or if your payments are small, you might not pay the Interest as it
accrues on your loan. The unpaid Interest will be added to the principal balance

of your loan once a year until the principal balance Is ten percent higher than the

original principal. After that interest will accrue but will not be added to the

principal balance.

Under either option it's possible you won't make payments large enough to pay

off your loan in 25 years. If this happens, after 25 years (excluding periods of

deferment, forbearance, Of time spent in repayment plans other than the Standard

and 12-year Extended Repayment Plans) the unpaid amount of your loan will be

discharged, and the amount discharged will be considered taxable income.

Federal Direct PLUS Loans and Federal Direct PLUS Consolidation Loans are

not eligible for Income Contingent Repayment.

Standard Repayment
Minimum Monthly Payment: $50.00

Maximum Number of Monthly Payments: 120 (10 years)

Under this plan you will make no more than 120 monthly payments, and for
small loan amounts, the number of monthly payments can be less than 120.
Each monthly payment will be at least $50.00, and may be more if necessary to

repay the loan within 10 years (excluding periods of deferment or forbearance).

The number of monthly payments will be adjusted to reflect changes in the
variable interest rate. This means that as the rate varies, your monthly amount
will remain the same unless you request that the repayment amount be changed.

Extended Repayment
Minimum Monthly Payment: $50.00

Maximum Number of Monthly Payments: See Table 1

Loan Amount Maximum Number of

Monthly PaymentsAt Least Less Than

$ 0 $10,000 144

$10,000 $20,000 180

$20,000 $40,000 240

$40,000 $60,000 300

$60,000 360

Table 1. Loan Amount and Maximum Number of Monthly Payments
for the Extended and Graduated Repayment Plans.

Under this plan, the maximum number of months you will pay (excluding periods

of deferment and forbearance) depends on your loan amount. Each monthly
payment will be at least $50.00 and may be more if necessary to pay off your
loan in the maximum number of repayment months. The number of monthly
payments will be adjusted to reflect changes in the variable interest rate. This
means that as the rate varies, your monthly amount will remain the same unless

you request that the repayment amount be changed.

Graduated Repayment
Minimum Monthly Payment:
Maximum Number of Monthly Payments:

$25.00
See Table 1

Under the Graduated Repayment Plan, your payments are lower at first and will

Increase over a period of time that varies depending on the amount you borrowed.

Your minimum monthly payment Is the larger of 50 percent of the amount that

would be required under the Standard Repayment Plan or the amount of Interest

that accrues monthly on the loan. The maximum number of months you will pay

excludes periods of deferment and forbearance and depends on the loan amount

(See Table 1). With this plan the monthly payment amount during the earlier
portion of the repayment period is reduced. Later in the repayment period, the
monthly payment amount will increase, but will never be more than 150% of the

amount required by the Standard Plan. The monthly repayment amount is
increased (graduated) every two years. The number of monthly payments will

be adjusted to reflect changes in the variable interest rate. This means that as
the rate varies, your monthly amount will remain the same unless you request

that the repayment amount be changed.

CHOOSING YOUR REPAYMENT PLAN

In selecting your repayment plan, there are several factors you should understand

before making your decision.
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Repayment Plan Choices (continued)
If you select the Income Contingent Repayment Plan your monthly repayment
will vary with your income. When your income is low, you probably will have a

longer repayment period than you would receive under one of the other repayment

plans. As a result, you will repay a greater amount of interest over the repayment

period but have an easier time keeping up with your monthly payments. If your

incoMe grows, your monthly repayment amount increases. This would reduce

your repayment period and result in repaying a smaller total amount of interest
over the repayment period. If your income is high and you choose to limit your

monthly repayment to the amount you would be required to pay if you repaid
your loan over 12 years in equal monthly installments, you are choosing to
extend your repayment period, which results in more total interest repaid.
However, this also helps to ensure that your payments will be manageable. In
general, if you want to be sure that your monthly payment amount will be
manageable given your income, you should select one of the Income Contingent

Repayment Plan options.

If you select the Standard Repayment Plan you will have a shorter repayment
term than under the other plans. This means you will pay off your loan more
quickly, and the amount of interest you pay will be less than if you had selected

the other plans. However, the Standard Repayment Plan requires higher monthly

payment amounts. If you expect you will be able to pay a higher monthly amount,

the Standard Repayment Plan may be best for you. If you believe the higher
repayment amount would be difficult or you are unsure what your income will
be, one of the other repayment plans may be best.

If you select the Extended or Graduated Plan, you will have a longer repayment

term. As a result, you will have a lower monthly payment than under the Standard

Plan (unless the minimum monthly payment applies), but you will repay more

interest over the life of the loan. Under the Extended Plan your payments are fixed

amounts and you will pay less interest than you would under the Graduated Plan.

If you'd like to know that your payment amount will not change throughout your

repayment period, you should select either the Standard or the Extended Plan.

On the other hand, if you expect that your income will increase as time passes,

you may prefer to make smaller loan payments at first and larger payments later

in your career. If so, you should select the Graduated Repayment Plan.

REMEMBER: You can prepay all or part of your student loan at any time without

a prepayment penalty.

IF YOU DO NOT SELECT A PLAN, YOU WILL BE ASSIGNED THE
STANDARD REPAYMENT PLAN. If you are having trouble deciding which
repayment plan to choose, you can call the Direct Loan Servicing Center at 1-800-

848-0979 for help. If none of these plans work for you, the Direct Loan Servicing

Center will work with you to create a plan that meets your individual needs.

CHANGING REPAYMENT PLANS

You may experience significant changes in your life during your repayment perio4.

You may change or lose jobs, get salary increases or promotions, or choose to

work in a career that provides less income than you expected when you selected

your repayment plan. If you want or need to change repayment plans to adjust

to these changing circumstances, you can do so at any time (unless you are
repaying a defaulted loan under the Income Contingent Repayment Plan). There

is no limit to the number of times you may change plans. If you are repaying
under the Income Contingent Repayment Plan, you can choose the 12-year
payment limit or remove the limit on your monthly amount once per year.

If you want to change plans you can

change to the Income Contingent Repayment Plan at any time. If you

do, your repayment term will be 25 years, less any time previously spent

in the Income Contingent, Standard, and Extended (12-year period only)

Repayment Plans. Time spent in the Extended Plan under the 15- to 30-

year periods and the Graduated Repayment Plan does not count toward

your 25 year maximum term.

change to another plan as long as that plan has a repayment term greater

than the amount of time you have been in repayment already. For example,

you can change from the Extended Plan to the Standard Plan only if you

have been in the Extended Plan less than 10 years. If you do make this
type of change, your remaining repayment term will be determined by
subtracting the amount of time you have already been in repayment from
the term allowed for your new plan. For example, if you have been on the

Extended Plan for three years and convert to the Standard Plan to pay off

the loan more quickly and reduce your interest expense, you will have a

maximum of seven years left to repay your loan.

If you are repaying a Federal Direct Consolidation Loan (Direct Consolidation Loan)

that you agreed to repay under the Income Contingent Repayment Plan due to a

previous defaulted loan, you must make six consecutive monthly payments before

you can change to another plan.

LOAN CONSOLIDATION

If you have several student loans (including other federal education loans), it may

be to your advantage to consolidate your loans into a single Direct Consolidation
Loan. This may allow you to extend your repayment term, reduce your monthly

payments, and deal with a single lender instead of several different lenders. If you

are interested in a Direct Consolidation Loan, contact the Consolidations Department

of the Direct Loan Servicing Center at 1-800-848-0982.

Examples of Typlcal Beginning Payments for
Direct Loan Repayment Plans

Monthly and Total Payments Under Different Repayment Plans

Standard Graduated Extendod Income Contingent (Income = $25,000) i

Formula Amount Limited Amount

Total Per Per Per Per Per

Debt Month Total Month Total Month Total Month Total Month Total

$ 2,600 $ 50 $ 3,148 $ 25 $ 4,008 $ 50 $ 3,148 $ 90 $ 2,867 $ 27 $ 3,937
4,000 50 5,539 25 6,637 50 5,539 96 4,613 42 6,056
7,500 89 10,650 47 12,444 79 11,355 110 9,522 79 11,356

10,000 118 14,200 63 18,185 92 16,615 121 13,451 105 15,141

15,000 178 21,300 95 27,277 138 24,921 142 22,197 142 23,126

Note: Payments are
calculated using the

1994-95 rate of 7.43%.

'Assumes a 5% annual
income growth (Census
Bureau).

'Linder 'Formula Amount'.
the borrower always pays
the formula amount;
payback rate times income.

kinder 'Limited Amount',
the borrower pays the tower

of tho Formula Amount or

what the borrower would
pay using a 12-year
standard amortization
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